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Dear Municipal Off icial : 
We are pleased to provide you with the Budget Manual for Tennessee 
Cities. This document was designed to assist in the preparation of the 
typical municipal budget and to provide a basic guideline for the municipal 
official in budget development. The manual is basic and straight-forward, 
providing the necessary information to aid novices in the budget process as 
well as giving meaningful assistance to experienced budget managers. 
A special thanks is due to MrAS Management Consultant M. Michael Tallent, 
who authored the original MTAS budget manual, and Robert W. Freson, who edited 
and up-dated the manual. 
If you have questions regarding this manual or any aspect of municipal 
budget management, please contact an MTAS Management or Finance Consultant. 
As always, your input and suggestions are valued. 
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I N TRODUCT I ON 
T h e  he a d l i n e s  in  the l oca l pa per d e s c ribe t h e  fi n a n cia l oc c u rre n c e s  wh i c h 
a re a f fe c t i n g  Te n n e s s ee Cit i e s: " P roposed c u t s i n  Fede ra l B u d get , 1I IICi ty 
Officia l s  Co n s i d er Red u c tio n s  in Se rvic e s," etc . H o pe fu l l y, the l at t e r  head­
l i ne h a s  not be e n  s e e n  i n  yo u r  news pa pe r , b u t  t h e  pote n t i a l  fo r t h a t  h a p pen i ng 
is grea ter t h a n  e v e r  befo re . How c a n  you a vo i d  a s i t u a tion l i ke th a t  h e ad l i n e? 
How c a n  you ma nage the fis c a l  a ffairs of yo u r  city mo re effe c tive l y, bu t wi th 
l e s s  f i n a n cia l re s o u rc e s? One a n swe r come s i n  the d e ve l o pme n t  of a bud g e t  wh i c h 
enab l es you to p l a n  fo r th e s pe n ding of monie s  d u ri n g  t h e  f i s c a l  ye a r. 
The purp o s e  of th i s  h a n dbook is  to p rovide a n  o ve r v i ew i n t o  the bu dget 
p repa ra tion p roce s s . Wi th the s t af f a n d o t h e r  re s o u rces a vai l abl e in City Ha l l ,  
you \'J i l l  be abl e to dev e l op a II p l a n  for s pe n d i ng mo ney" which e n abl e s  you to 
s h ow to t h e  publ ic how you i n t e n d  to s pe n d  th e i r  t a x  d o l l a rs ,  as  we l l a s  s h ow 
the contro l s you wi l l e s t abl is h by the s pending l im i t s  you s et. The b u d g e t a ry 
c o n t ro l s become the ya rds tick by wh i c h the  p ro g res s of s pe n ding mo ney c a n  be 
measu red . Also, the bu dget se rves a s  a yard s t i ck fo r mea s u rin g the p rog re ss of 
the town's mo n ey c o l l ec tion du rin g the yea r. 
The o u t l i n e fo und on the  fi rs t pa ges p rovid es t h e  s te p s in t h e  b u dge t 
proces s. The MTAS a n d  CGT staff h a v e deve l oped th i s  ma n u a l  to prov i d e cit i es a n  
o n - s ite refe rence document i n  ass i s ting them th ro u g h  t h e  b u d g e t  p repa ra t i o n 
p roce s s. 
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WHAT I S  A BUDGET? 
B u dge t Def i ned . A c i ty b u d ge t  s e r ves  th ree majo r fu n c t i o ns . F i rs t ,  i t  is 
a pol i cy s ta teme n t  by wh i c h the g o v e rn i n g bo dy of the c i ty s e ts o u t  wh a t  i t  
h o pes to a c c om p l i s h  d u r i n g  the  n e x t  f i s c a l  yea r .  S e c o n d l y ,  i t  i s  a f i n a n c i a l  
p l a n  i n  wh i ch the c i ty s e t s  ou t h ow i t  i s  go i n g t o  i m p l eme n t  the va r i o u s  p o l i cy 
de c i s i o n s  wh i c h i t  h a s  ma de , t h i s  i n c l udes t h e  amo u n t  of money to be s p e n t  fo r 
va r i o u s  c i ty s e rv i ces a n d  ca p i ta l  i m p ro veme n t s a n d  the mea n s  by wh ich the 
nec e s s a ry f u n d s  w i l l  be  ra i s ed to pay for t h e s e  s e rv i ce s  a n d i m p ro v eme n t s . 
F i n a l l y ,  the  b u d get i s  an a c c o u n t i n g d oc u me n t  wh i c h i s  u s ed a s  a ba s i s  fo r 
s e t ti n g  u p  t h e  c i ty's books fo r the fo l l ow i n g  fi s c a l yea r a n d i s  one  of the 
so u rce ma te r i a l s fo r the n e x t  c i ty a u d i t .  The b u d g e t  may a l so co n ta i n 
info rma t i o n wh i c h s e rves o t h e r  p u rpo s e s  i n  a d d i t i o n to t h e  abo ve s u c h  a s  a 
budget me s s a g e to expl a i n the  b u d g e t  to the publ i c , a pay p l a n  for c i ty 
em p l oyees a n d  va r i o u s  s t a t i s tic s re l a t i n g  to t h e  c i ty. 
B u dge t Systems . S i n ce the t u rn o f  t h e  c e n t u ry va ri ou s types of c i ty b u d g e t  
sys tem s ha ve be en d e v e l oped. The be s t  k n own o f  th e s e  a re the l i n e  i tem, 
prog ram, pe rf o rma n c e , p l a n n i n g - p ro g ramm i n g -bu d ge t i ng sys tems ( PPBS ) a n d Zero 
B a sed B u dge t i ng. Any of t h e s e  sys tems requ i res s ome effo rt to dev e l o p  a n d  
adequ a t e t i me s h o u l d b e  g i ve n  to t h e  p roces s .  
L i n e Item Bu dge t . The l i n e i tem b u d g e t  i s  t h e  most c ommo n l y u s ed b u d g et 
form . I t  i s  ea sy to p repa re b u t  te l l s  ve ry l i t t l e abo u t  wh i c h dep a rtmen t 
performs wha t s e r v i c e s  a n d  t h e  exte n t  o f  s e r v i c e s  p ro v i ded . It i s  a l im i ted 
de v i ce i n  g i v i n g d i rec t i o n and  ba s i c a l l y  fu l f i l l s  t h e  m i n i m um requ i rement o f  
ha v i ng a budget . In  a l i ne item b u dget expe n d i t u re s  a re broke n down f i rst by 
de pa rtmen t; seco nd l y  by majo r c a t egory; s u c h  as sa l a ry ,  f r i n ge ben e f i t s , 
con t ra c t u a l s e r v i ces which wo u l d i n c l u de s u ch thin gs a s  u t i l i t i es, m a t e r i a l s a n d  
s u p p l i e s, c a p i t a l  ou t l ay ,  a n d  debt s e rv i c e .  
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Program Budget . A program budget focuses on the serv i ces to be prov i ded by 
the c i ty and budgets money accordi ng to funct i ons such as pub l i c  safety, general 
government, publ i c  works, recreat i on, etc . It shows the purposes for wh i ch 
money w i l l  be expended and the importance the c i ty pl aces on these funct i ons . 
It does not show the l evel of serv i ces produced and some say that as a resul t  
i ts val ue as a tool for manag i ng the quant i ty and qual i ty of publ i c  serv i ce 
programs i s  weakened . 
Performance Budget . A performance budget a l l ocates money to acti v i t i es or 
programs pl us descr i bes the amount of serv i ces wh i ch wi l l  be produced w i th the 
mon i es al l ocated . It al l ows an adjustment of the l evel of serv i ces to be gi ven 
both as to qual i ty and quant i ty .  It i s  a very usefu l budget system but i s  very 
d i ff i cul t to prepare because of the amount of i nformat i on neces sary to prepare 
i t  properl y .  
P l ann i ng- Programmi ng-Budget i ng System . A PPBS System requ i res (1) a 
deta i l ed anal ys i s  of what serv i ces the c i ty i s  prov i d i ng and how wel l they are 
bei ng prov i ded; (2) a deta i l ed anal ys i s  of var i ous a l ternat i ve methods of 
del i ver i ng both ex i st i ng and new serv i ces; and (3) a project i on of serv i ces and 
costs as far i n  the future as poss i b l e .  One of the major advantages of PPBS i s  
that i t  requ i res a carefu l revi ew of pr i orit i es and a l ternat i ves by a l l 
respons i bl e  dec i s i on makers of the c i ty .  One of i ts maj or di sadvantages i s , 
l i ke the performance budget , i t  requi res a great deal of i nput to come up w i th 
the necessary i nformat i on upon wh i ch a dec i s i on can be made . 
Zero Based Budget . A zero based budget i s  a process wh i ch cl osel y 
scrutin i zes al l c i ty serv i ces both present and proposed . It p l aces these 
serv i ces i n  uni ts of manageabl e  s i ze and ranks them accord i ng to pr i or i ty. A 
l evel of fund i ng i s  agreed on and al l un i ts which fa l l bel ow th i s  l evel are 
el i m i nated. A review of some of the l ega l requ i rements of budget i ng and c i ty 
finance follows. 
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WHY HAV E A BUD G E T? 
Lega l Aspec ts . I t  is a s ta t u t o ry requi reme n t  th a t  a ge n e ra l l a w mu nici­
pal ity h a v e a b u dget fo r ea c h  fi s c a l  yea r (S tate l aw s e t s  the fis ca l yea r from 
Ju l y  1 to J u n e  30) . The Te n n e s s ee Code A n n o ta ted pre s c ribes the ma n n e r  in whic h 
s u c h  a city mu s t  c omp l y  with the l a w ,  wi th v a ried p roced u re s  ba s ed o n  t h e  form 
of go vernme n t, mayor -a l d e rma n o r  commis sio n /ma nage r . B udge t requireme n t s  fo r 
priva te a c t s  citie s wo u l d  be s pe l l ed o u t  in  t h ei r  c h a rte rs . Whi l e t h e re may be 
s ome c a s e s  where s u ch a c h a rte r migh t n o t  require a b u dge t , we wo u l d  s t rong l y  
u rge tha t o n e  be ado pted . 
Mayor-A l de rma n Cities . The b u dget requi reme n t s  fo r mayor-a l d e rma n citie s 
is indicated in Sec tion 6- 2-305 whic h cit e s  th a t  n o  l e vy of t a x e s  s h a l l be ma d e  
u n l e s s  a Ilb u dget of es tima tes , itemizing t h e  amo u n t  required fo r ea c h  mu nicipa l 
p u rpo s e, is fi r s t  ma de a n d  re po rted " .  The p rocedu re fo r t h e  l e vying of taxes o r  
a p pro p ria ting monie s  i s  indic a ted i n  S e c tion 308 wh e rein a n  o rdina nce mu s t  be 
re ad on  th ree (3) s e pa rate days a n d ado pted on third rea ding by a majo rity of 
the en tire boa rd. I n  mo s t  ci tie s the mayo r o r  city rec o rd e r  or a committee of 
a l derme n compil e a b u dget from mo n th l y  re po rts p re s e n ted by the t reas u re r .  
Sec tion 6-2-301 cites th a t  n o  expe n ditu re o f  mo n ey s h a l l  be ma de u n l ess 
mo ney is a v ail a b l e. A sid e l igh t to this i s  fo u n d in  Se c tio n 6- 2-303 w h e re it 
n o tes th a t  the mayo r a n d each a l d e rma n s h a l l be l iab l e fo r e x pe n dit u re s  whic h 
exc eed mo n ey on h a n d  o r  t a x e s  a n ticip a t ed . 
Commis sion -Ma n age r Ci ties . The l aw s pecifies in t h e  Commis sion -Ma nage r 
Cha rter tha t the ma n age r s h a l l p re s e n t  o n  o r  b e fo re No vemb e r  15 the b u dge t 
e s tima te fo r the c omi n g  fi s c a l year . The modified Ma n ager Cha rte r, whic h 
applies to Unio n City, El iza bethto n, and Oa k Ridge, no tes tha t no l a ter tha n 90 
day s before the begin ning of the fisca l yea r the man age r s h a l l s u bmit a b u dget . 
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Our ex pe rie n c e in Te n nes s ee c i ties re vea l s t h a t  the wo rk on the bud ge t i s  begun 
i n  t h e  l a s t  q u a r t e r  of t h e  f i s ca l  yea r .  
I n  a l l cit i e s in Te n n es s e e  a budget i s  needed, not on l y  becau s e  the l a w 
II s ays SOli, but beca u s e  in  t h e s e  u n ce rtai n econom i c  t i me s , it is a ma n ageme n t  
tool th a t  wi l l  a l l ow th e  bes t u s e  o f  fis ca l  a n d  h uma n re sources to pro v i d e 
s e rvices to the cit i z e n s.  T h e re a re ce rtain s te p s  t h a t  need to be fo l l owe d in 
order to comp l e te the bud ge t  in  a t i me l y  ma n n e r. 
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HOW TO COMPLETE A BUDGET 
Audit . Each year a municipality has its fiscal affairs audited, another 
legal requirement found in TCA 6-56-105 . This document helps to provide a 
IIpicture" of how well the city is doing financially . The information found in 
the audit can be used to help determine where new revenues are needed, what to 
set aside for bonded indebtedness, etc. That portion of the audit dealing with 
revenue and expenditures should be based on the prior fiscal year·s budget so 
that a municipal official can readily compare actual figures with budget 
estimates . This information, when added to the day-to-day knowledge of the 
staff, provides a basis in developing a budget, as well as determining needs for 
i mproving the city·s accounting procedures . While the "numbersll in the audit 
represent one aspect of the city·s fiscal picture, the recommendations of the 
auditor for changes in bookkeeping, accounting, etc . complete the review, 
allowing for deficiencies to be rectified . Once a review of the financial 
affairs is completed, this knowledge can be used to plan for the coming year, 
with the final step being the development of a budget . 
Budget Calendar . The budgetary process varies, legally and practically, in 
each of the 334 municipalities within the state. Sometime ago, MTAS published a 
budget calendar for small/middle sized cities ( see Appendix A ) . The use of a 
ca l endar as shown in the appendix, or one devised by your city, is important 
since i t  esta blishes a IIplan of attackll on the budget process . Each step should 
be identified, as wel l  as the person responsible for each step . A time frame 
should be devel oped in order that the deadline for meeting statutory require­
ments can be met . Allow enough time to complete the budget, hopefully, before 
the beginning of the fiscal year . The law for commission-manager cities states 
that this should be done; however, for a variety of reasons many cities do not 
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meet this deadline. Every effort should be made, however, to adopt a budget by 
the first council meeting in July. While the calendars from city to city will 
vary, they should be detailed enough to eliminate confusion about what must be 
completed, by whom and when. 
Funds. One of the distinguishing characteristics of municipal accounting 
and budgeting is the use of separate funds to properly account for the city's 
operations. While they are usually combined into one document, each fund which 
the city has will require a separate budget. While the number of funds will 
vary depending on the s'ize and complexity of the city's operations, almost all 
cities in Tennessee will have at least three funds--State Street Aid, Federal 
Revenue Sharing, and General. Other common funds are water and/or sewer, 
capital projects, park and recreation, and debt service. There is in effect no 
limit on the number of funds that a city can establish. However, since each new 
fund adds to the complexity of the city's financial operation and takes away 
flexibility, it is advisable to keep the number of funds as small as possible 
within legal and financial requirements. In general, the budget process is the 
same for each fund. The most difficult part of the budget process is the 
projections of revenues and expenditures for the next fiscal year. 
7 
REVENUE  PROJECT IONS 
Local Revenues/General. In the following sections we will be discussing 
local revenues which are concentrated in the General Fund. By local revenues, 
we refer to revenues that require local authorization before they ca n go into 
effect. And, to a certain extent, the limits of the rates on these local 
revenues are left to local determination. Certainly there are legal limits as 
to the maximum rate that can be imposed on such items as wholesale beer tax, 
business tax and sales tax. Each local government should be aware of where 
their rates stand in relation to the legal limits of each revenue source. 
In addition to legal limits, all revenue sources also have political limits 
or limits beyond which the voting public will not tolerate. However, these 
limits are usually based on perceptions unless a referendum is held on a 
specific revenue. Therefore, timing is a key element in the establishment of 
new local revenue sources. 
Whether it is perception or actual vote, if the point of controversy is a 
utility rate increase, the citizens need to understand the necessity for a rate 
increase. Cities which have a service that is funded by fees or a service 
charge should be aware of the need to maintain such fees or charges at an 
adequate level. 
Certainly, a city may experience growth, and consequently, increased 
revenues; or, it may reduce the cost of the service without reducing the 
service. If either of these factors occur, the city is fortunate. However, if 
revenues are insufficient to maintain a service, they will eventually have to be 
increased. To postpone action on these questions means that when rates are 
raised, the increase will be larger and a greater amount of resistance will be 
encountered. Therefore, annual reviews of revenues compared to previous years' 
performance are essential. 
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Once those reviews have been made, i t  is important to communicate to the 
ci t i zens how well revenues are performi ng, and wh at those revenues mean i n  
services . 
Property Tax . The bas ic  local tax is real esta te or property tax. When 
property taxes are lev ied, they represent a substantial percentage of each 
c i ty's overall revenue. It is true tha t mos t Tennessee c i ties are not able to 
control the appra i sal of the property wi thi n their corporate limi ts. But, they 
are able to control their tax rate, which is unlimited unless reimposed by a 
charter provision subsequent to a 1973 act by the legisla ture which removed all 
maximum limits. It is useful to calcul ate the value of one cent (Ii) in the tax 
ra te based upon the la test assessment figures, so tha t the govern ing body can 
calcula te the tax ra te necessary to balance the budget. 
How to Project .  I n  projecti ng property taxes i n  the budget, a city should 
only project the amount of current property taxes they antic i pa te collect i ng 
duri ng the fiscal year . This, invari ably, will be less than the total amount of 
taxes due. Such projections should use a percentage factor based upon the 
actual col l ection experience of the past two or three years. Such information 
is available in each city's audit report for each previous year . 
For example, if in doing the revi ew it i s  determined that an average of 
only ninety (90%) of the total taxes due has been col lected, then the maximum 
revenue entry for current property tax would be n i nety percent (90%) of the 
current taxes due . However, unless absolutely necessary, we do not recommend 
tha t the maximum amount projected be budgeted for any revenue. I t  is always 
better to underestima te a revenue than to overestima te one . An excepti on to 
this  would be a fixed i tem such as a pre-agreed in-li eu of tax from a 
municipally owned electric utility. Reasons for budget i ng less than the maximum 
9 
amount anti cipa ted var ies for ea ch revenue source. In the case of property tax, 
a city needs to allow for economic downturns, or more specific ally, in the case 
of publ i c  utility property, assessment ac tion by the Public Service Commission 
wh i ch may reduce the maxi mum taxes anticipa ted. Some cities in Tennessee have 
experienced this difficulty in the past when public utility property was a 
substantial fa c tor in their tax base . 
Delinquent Property Taxes . Projec tion of delinquent property taxes depends 
primarily on two fa c tors: first, the extent of delinquent taxes outstanding, 
and secondly, the level of effort to be exerted in collec ting those 
delinquencies. 
Such taxes can be collec ted under a general law procedure (6-55-201 --
6-55-206), or as provided in a city's charter. Many cities enter in a joint 
effort with their respec tive county government as a pra ctical a pproa ch to the 
problem. But a city, whether working with the county or by itself, needs to 
remember tha t by current sta te law a time limit of six (6) years from January 1 
of the year in which the delinquent tax accrued is in effec t for filing suit. 
How to Project. The projection of this revenue item should be based on the 
collec tions for the past two or three years. A constant percentage of total 
taxes levied would indicate tha t the same percentage would not be collected in 
the coming year. A grea ter collec tion effort can increase the amount collected 
substantially . When budgets become tighter, it a ppears tha t efforts i ntensify 
for the collec tion of delinquent property taxes. 
Local Sales Tax . Sales tax revenue, as with property tax, opera tes with a 
fixed ra te. But with sales tax, the tax base which is volume of sales, can 
decl i ne unless prices increase through infla tion ; this has been a saving factor 
for many cities during the past few years. A growing local economy or local 
commercial growth can result in increases in sales and sales tax revenue. 
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Howeve r ,  be wary of past inc reases  i n  s ales tax  tha t re s ulted due to infla tion 
o r  comme rc i �l growth . Price inc reases  may not  contin ue  a t  pa s t  le vels , a n d  the  
res ult will be les s  sales  tax  growth . Commerc i al growth w ill c rea te new 
c u s tomers and  will c rea te s ales tax growth . However , s u ch growth may only d raw  
c u s tome rs from other  commerc i al cente rs within the  co rpo rate  limits  a n d  may not  
c a u se  a n  i ncrea se  i n  sales  ta x revenue . 
Per i odically all re taile r ' s  sales  ta x n umbe rs s h ould be collected a nd  cross 
c hecked with the s ta te sales tax d i v i s i on to a ssu re that  receipts  a re bein g 
c orrec tly re tu rned to the city. Errors can  occ u r  between  c i t i es of sim i la r  
name s or  in ca ses  whe re b u sines se s  u s e  t h e  home offic e add re s s, wh i c h may be i n  
a d i ffe re n t  c i ty .  
How to Proj ect. I n  ma k i n g proj ec tion s we recommend  you ba s e  them on  a t  
lea s t  th ree ( 3 )  yea rs of data a s  s h own i n  t h e  budget  works heet i n  Appendix J. 
The f i rs t  two a re actual yea rs which a re obta i ned from pa s t  a u d i t  re ports . 
The th i rd yea r of data is the c u rrent year a n d  is obta i ned by us ing both  
a c tual yea r-to-date collec tion s  extended to a rrive a t  a total fo r the c u rrent  
yea r. It is recommended a city u s e  all pos s i ble a p proaches  to es tima te cu rren t 
yea r collec tions.  Each a pproa ch  requ i res  year-to-da te totals th rough the  mos t 
recen t mon th.  I f  the b udget is prepa red i n  Apr i l ,  re ven ues  s hould be totaled 
through Ma rch.  
Once th i s  da ta i s  a va i la ble , the  f i rs t a p proa c h  in volves  div i d i n g the total 
by nine ( n umber of mon th s ) to obta i n  a mon thly a ve ra ge fo r the n i ne mon th 
per i od. Then  mult i ply by twelve for a yea rly proj ec tion a s  follows : 
Yea r-to-date Mon th s  Mon thly Ave rage Mo nth s  Yea r Proj ec tion 
$900 d i v i ded by 9 = 100 X 12 $1,200 
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The second approach involves multi plyi ng the f i gures for March t i mes three 
and adding the result for your n i ne month year-to-date for a yearly total. 
March Rema i n i ng Months Quarterly Projecti on 
$ 1 75 X 3 = $525 
Year-to-date 
+ $900 = 
Current Year 
Project i on 
$ 1,425 
The th i rd approach i nvolves addi ng the current year-to-date total to the 
actual amount of the last quarter of the previous f iscal year . 
Year to date Actual Last Year Quarter Current Year Project ion 
$900 + $400 = $1,300 
All three of these approaches result i n  relat i vely close results . However, 
when multiplied to reflect many c i t i es actual sales tax revenue, the di fferences 
could amount to several thousand dollars. It i s  recommended that a f igure be 
used wh i ch is  half way between the h i gh and low f igures. 
Once three years of data are i n  place, i t  i s  t i me to make projecti ons for 
the com ing f i scal year. If the current year is  less than the prev i ous years, 
efforts need to be made to determ ine why . When the factors are i dent i f i ed, 
determ i ne whether they are temporary or long term . 
If the current year projections are substant i ally more than the prev i ous 
year, the cause needs to be determi ned. However, unless unusual growth i s  
taking place, i.e. more people moving in or more jobs being created, the safe 
approach is  to budget the com ing year at the current year level w i th no more 
than a max i mum of f ive to ten percent (5% - 10%) i ncrease . 
It has been stressed previ ously, but it i s  i mportant not to over project 
revenues . 
In-L ieu of Taxes. Most statements about i n-li eu of tax payments center 
around muni cipally owned ut i l i t i es payi ng an i n-l i eu of tax to the parent c i ty. 
It may not be pract i cal i n  the case of water or sewer, but many c i t i es have 
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natural gas sys tems tha t  h a ve a ccrued s u bs ta n t i a l  reta i ned  e a rn i ngs a nd  h ave 
ra te st ru c t u res  that  a re a u toma t i ca l l y  t r i gge red when the  who l es a l e pr i ces 
i nc rease . The res u l t i s  the retai ned e a rn i ngs co nt i n ue to i n c rea s e  wh i l e  the 
c i ty's ge nera l  fund may be s uffe r i ng fo r need of re venue . I f  not  con s i dered 
before, a c i ty s hou l d  keep th i s  pos s i b i l i ty i n  m i nd  wh en  prepa ring a b udget. 
Ten nessee c i t i e s ope ra t i ng mu n i c i pa l  e l ec t r i c  sys tems a re empowe red to ta ke 
i n-l i eu of taxes  or tax equ i va l e nt s  up to  pre s c r i bed ma ximums u nder  the s ta nda rd 
prov i s i on s  of TVA powe r con tracts . However , each  ci ty s h ou l d  rev i ew i ts cha rte r 
becau se  some provide fo r l es s e r  amou nts.  
How to Proj ec t .  Proj ec t i ons  of e l ec tr i c sys tem i n  l i e u  of taxes  depen d 
upon the  dec i s i on s  of the gove rn i ng body a s  to whether  they w i l l  ta ke  the  
ma x i mum a l l owa b l e  or  someth i ng l es s . Wh atever the  decis i on ,  t he  resu l t, l ess up 
to twen ty-two a nd one  h a l f pe rcent  ( 22 1/2%) of  the  tota l ( ma x i mum pro v i ded fo r 
the  cou n ty ) , can  be entered i n  the  budge t . 
Who l e s a l e Beer Tax . Fo r those  c i t i es wi th bee r  reta i l  o u t l ets  with i n  the  
corpo ra te l i m i ts,  the  l oca l who l e sa l e bee r ta x i s  a seventeen pe rcent  (17%) tax  
levied o n  the who l esa l e  pr i ce of bee r .  Sta te l aw requ i res  the  who l es a l er  to pay 
this ta x d i rec t l y to the ci ty a nd  to f i l e  mon th l y reports w i th  the  c i ty a nd t he  
State Depa rtmen t of  Revenue . I t  i s  qu i te easy to u n derstand  th at  vol ume of  
sa l es dete rmi nes the  amou n t  of  th i s  re venue  s i nce  the  ra te i s  f i xed at s even­
teen pe rcen t  (17%). Howeve r, i t  i s  i mpo rta n t  that each  c i ty a l ways mon i to r  the  
mon th l y rece i pts fo r a ny except i on a l  f l u c t ua t i on s, and  to occas i on a l l y  c hec k 
that paymen ts a re be i ng rece i ved from a l l beer who l esa l e rs s e rv i ng the  a rea. 
Inadve rte n t  erro rs may res u l t i n  l os t  reven ue. 
How to Project. I n  ma k i n g  proj ec t i on s,  th e m i n i mum two or  th ree yea r  
histo ry referenced ea rl i e r shou l d  b e  u s ed . If the  h i story shows a s teady growth  
in  revenues yea r after yea r, then  the average pe rcen tage growth  ca n be proj ec ted 
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for the com i ng year. However, if  the current year i s  indicating a downturn, the 
cauti ous approach would be to budget no more than current year's receipts . New 
beer reta il  outlets w i thin the c ity w ill not necessar ily result i n  increased 
revenues if  there are several other outlets already located w i th in  the corporate 
lim its. However, annexati on of exi st i ng beer outlets w i ll usually i ncrease 
revenues . The approx i mate extent of such i ncrease can usually be determ i ned if  
the wholesaler or reta i ler w i ll cooperate by supply i ng the volume of wholesale 
sales or purchases for the busi ness i n  the annexed area. 
Busi ness Tax . Bus i ness taxes and the i r  maxi mum rate l i m i ts are establ ished 
by state law. However, the dec i s i on as to whether to i mpose a busi ness tax and 
the sett i ng of the rates up to the maxi mum i s  left to the local governi ng body. 
An important po int of i nformat i on i n  look ing for new revenues i s  to know whether 
your c i ty i mposes a bus iness tax and whether it  i s  lev i ed at the max i mum l im i t .  
Collect i on of current and deli nquent bus i ness taxes i s  a local respons i­
bil ity and an appropr i ate amount of effort should be devoted to the collect ion 
of busi ness tax. An important po i nt on del i nquenc i es i s  that after the tax i s  
s i x  (6) months deli nquent, it  becomes the duty of the state to collect the tax, 
penalty and i nterest. All amounts collected by the state from the deli nquent 
taxpayer will be reta ined by the state. Therefore, i f  a c ity i mposes a bus iness 
tax, the c ity should collect it  in order to recei ve the revenue . 
How to Project. Project i ons of busi ness tax revenues aga i n  rely on a 
m i n i mum two or three year performance h i story. In mak i ng project ions the i mpact 
of add it i onal commerc i al area ( i . e . through annexat i on and/or new construct i on ) 
should be cons idered. Addi t i onal c ity collecti on effort should also be taken 
into account . 
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I n  most cases, s i gni ficant fluctuat i ons in  bus iness taxes w i ll not occur, 
and the current year rece ipts would be the basi s  for a safe project i on for the 
com ing year. 
Other Local Taxes . Other local taxes may i nclude franch i se taxes, whi ch 
are usually a f ixed percentage on gross recei pts and rema i n  bas i cally constant 
from year to year, unless affected by user rate increases or system expansi on. 
Project i ons based upon informat ion prov ided by the franchi se or personal 
knowledge w ill be appropriate. 
Other local taxes may also i nclude room occupancy (hotel/motel ) ,  spec i al 
assessments or mixed dr ink taxes wh ich have not been d i scussed i n  th i s  document 
beca use they are not wi despread. Check the MTAS Mun i c i pal Handbook for other 
revenue sources. 
Licenses and Permi ts .  Normally, the two s i gn i f i cant sources of li censes 
and permi ts are a utomobile reg i strat i on (c ity st i cker ) and build i ng code 
permi ts. There are other types of perm i ts, but these do not usually generate a 
signifi cant amount of revenue . 
Cons i derat ion should be g i ven to the followi ng three factors i n  review i ng 
l i censes and perm i ts collecti ons . Changes in these factors can make the two 
year hi story almost meani ngless . 
(1) Ant i cipated volume of bus i ness. Th i s  should not affect auto reg is­
trat i on or annual renewals on l i censes, but dur ing peri ods of slowdown 
in the bu i ld i ng i ndustry it w ill reduce bui ld i ng related perm i ts to a 
fracti on of earli er years performance . 
(2) Li cense or permit fee . I f  th is i s  si gnif icantly lowered or increased 
i t  w ill d i rectly affect the amount of revenue recei ved. 
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(3) Collect ion effort. I f  a strong effort is  not made to insure that all 
contractors acqui re a permi t  for new construction, the volume of 
receipts w ill be reduced. Th is  is also true in  auto reg i stration 
where a slowdown on the part of the enforcement agency can result in 
signifi cant reducti on in receipts. 
Each city should closely review the amount of constructi on ta k ing place and 
by talking to local contractors and developers, try to determine the approx i mate 
amount of planned activ ity for the comi ng year. Charges for each type of permit 
connected w i th buildi ng should then be applied to the antic i pated volume of 
business to determi ne the projection for the coming year. 
Intergovernmental Revenues. I ntergovernmental revenues can be in the form 
of an i n-lieu of tax payment from the local housing authori ty, state and federal 
grants ( not includi ng general revenue sharing ) and state shared taxes which are 
the most signif icant on an annual bas is. State shared taxes will be addressed 
in a later sect ion. 
Housing Author i ty �n-l i eu of Tax. The in-li eu of tax payment from a 
housing authority should remain bas i cally constant from year to year unless 
expans i on occurs w ith in  the system. D i scussion between the housing authority 
director and the preparer of the budget should prov i de a reasonably accurate 
projection for th i s  revenue. 
State and Federal Grants. State and federal grants require application to 
obtain these funds and the amount requested i s  stated in the appl ication . 
Budge ting these grants, even though the grant may not be secured, should not 
affect the other parts of the budget since these grant revenues are tied 
directly to specific expenditure l i ne i tems. A city should avo i d  expending 
money for a grant program until the grant is finally approved . In  many cases 
federal regulations state that money spent before a grant is approved can not be 
charged against the grant. 
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Cha rges for Serv i ce .  Cha rges for s e rv i ce cover  a broa d ra n ge of revenue  
sou rces  ra n g i ng from poo l admi ttance fees  to  refu se  co l l e ct i on  cha rges . These  
cha rge s h a ve been  e s tab l i s hed ba sed on the premi s e  that  u s e rs of the s e rv i ce 
s hou l d bea r the cost  of the  s erv i ce .  S i nce the s e rv i ce cha rge s hou l d re l a te to 
the co st  of the s erv i ce ,  ra tes s hou l d  be rev i ewed a n n u a l l y  a t  budget  t i me .  
Offsett i ng  factors to i n c rea ses  wou l d  be vo l ume i n c rea se s  ( i . e .  i nc rea se s  i n  
c u s tomers ) or  tec hn i ca l  i mp ro veme n ts th a t  wou l d  red uce  co sts . 
I f  s uch  i n fo rma t i on i s  a va i l a b l e ,  i t  i s  usefu l to h a ve c u s tome r cou n ts 
a nd/or  cons umpt i on  f i gu res.  If not , a ci ty mu s t  re l y  on  a mu l t i -yea r h i s to ry of 
revenues  for the  s e rv i ce. The forthcom i ng yea r  s h ou l d not  refl ect  more than  the 
bes t  yea r  of tha t pa s t  h i story .  
F i nes , Fo rfe i ts ,  Etc . Al though some c i t i es depend  heav i ly o n  th i s  i tem for 
re venue , i t  is one  of the more cos t l y  sou rces to co l l ec t. Th i s  i s  not to s ay 
that  a l aw enforcemen t a nd traffi c control program i s  not  n eeded , b u t  i t  s hou l d  
not  be re l i ed upon a s  a major revenue  sou rce. W i th a l mos t a ny c i ty ,  th i s  
revenue  w i l l  f l uctuate wi th the  enforceme n t  efforts exe rted. 
I n  ma k i ng projec t i on s ea ch  c i ty s h ou l d re v i ew the pa s t  h i s to ry l ook i ng fo r 
flu ctua t i on s  from one  yea r  to the  next. If s uc h  f l u c tu a t i on s  ex i s t , try to 
determ i n e  why they ex i s t. The budget prepa re r then  needs  to con s u l t w i th the  
respec tive depa rtmen t a nd the go vern i ng body ( extent  of e n forcemen t may be a 
po l i cy decision  for the go vern i n g body ) i n  order to dete rmi ne the l eve l of 
e nforceme n t  for the com i ng yea r .  Fa cto rs to cons i de r  i n  th i s  determi na t i on a re 
a n  i nc rease  or  dec rea se  i n  enforcemen t pe rson ne l , c hange i n  depa rtme n ta l  
a dm i n i s tra t i on o r  a cha nge i n  the govern i ng body. 
S hou l d  the i n ten t  be to red u ce enforcemen t ,  then  reve n u e  projec t i on s  n eed 
to be adju s ted accord i ngl y. If the i nten t i s  to i n c rease  enforcement, then  the  
project i on s  s hou l d  be adju s ted upwa rd. Howeve r ,  a c i ty s hou l d  be ca u t i ou s  i n  
p rojec t i ng s u c h  i nc rea s e. 
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I n te re s t  Ea rnings . Ea c h  city s h o u l d h a ve a n  i n ve s tme n t  p rogram e v en if it 
i n v o l ves on l y  a sma l l amo u n t  of mo n ey in a pas s b o o k  s a vings . Th e re a re v a r i o u s  
types of i n v e s tme n t  o p tio n s  a n d e a c h  city mu s t  s e l e c t  their ow n d e pendi n g  
g rea t l y  on  th ei r ca s h  f l ow sit u a tio n . I t  is  impo rta n t  to iden tify w h e n  l a rge 
b u d get ex pe n di t u re s  s u c h  as c o n s t ru c tio n a nd e q uipme n t  p u rc h a s e s  wi l l occ u r .  
I n ves tme n t  o f  f u n d s  a p p ro p ria ted fo r s u c h  e x p e n di t u re s  wi l l  a l l ow the money to 
e a rn in te re s t  whi l e waiti n g  fo r e x pe n ditu re . S u c h  c a l c u l a tio n s  as the s e , a l o n g  
wi th a n tici pa ted c a s h  a v ai l a b l e fo r i n ves tme n t  a t  the  begi n ni n g  of the f i s c a l 
yea r p l u s  a n ticipa ted i n t e re s t  ra tes , a re a l l fac t o rs i n  p rojec t i n g  in t e re s t  
re ve n u es. 
S t a t e S h a red Ta xe s . P rojectio n s  of s t a te s h a red ta xes a re ba s e d prima ri l y  
o n  pe r c a pita amo u n t s  c a l c u l a t ed f rom tota l s ta te a p p ro p ria tion s whic h a re b a s e d 
u pon the re s u l t s of each  a n n u a l  s e s sion of t h e  s ta te l e gis l a t u re . A l so , a ny 
cha nges  in remo vi n g , addi n g  o r  a dju s t i ng the re g u l a tio n s  on u s e of t h e s e  s t a t e 
s h a red taxes a re a re s u l t o f  l egis l a tive a c tio n . S p ec i fic exceptio n s  to the 
a bov e a re s t a te s h a red i n c ome ta x ,  mixed d rink tax a n d  a l c o h o l ic beverage t a x . 
Two fa c to rs a re mos t impo rta n t  in  p roje c tin g s t a te s h a red re ven u e s . 
The fi rs t is e a c h  city's certified popula tio n c o u n t . S uch cou n t  s h ou l d be the 
s ame as la s t  ye a r  u n l ess a city has a n n e xed a d ditio n a l po p u l atio n , co n d u c ted a 
s pecial ce n s u s  ( two s pec i a l  cen s us e s  pe r decade a re a l l owed fo r e a c h  c i ty) o r  
re s o l ved a c h a l l e n g e t o  t h e  B u rea u of t h e  C e n s u s  d u ri n g  t h e  c u rre n t  fis c a l  yea r .  
If none of t h e s e  i tem s h a v e occu r red a n d  a city i s  s til l i n  q u estio n a b o u t  l a s t  
yea r's certified c o u n t, the c u rre n t  MTAS Mu nicipa l Di re c t o ry c o ntai n s  the l a te s t  
ce rtified pop u l a tion figu re fo r e a c h  l is t i n g .  I f  a ny of t h e  th ree items did 
occ u r  or there is a q u e s tio n re ga rdi n g  t h e  c e rtifi ed po p u l a tion c o u n t , the  
regio na l office o f  the Loca l P l a n nin g Of f i c e s h o u l d be c o n ta c ted . 
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S hould a ny c i ty be a n t i c i pa t i n g  a spec i a l  ce n s us or  a n nexa t i o n , they s h ou l d  
pla n o n  ha v i ng the proces s completed a nd  the cen s u s  res u l t of s u c h  p roces s  to 
the i r res pec t i ve Loca l P l a n n i ng Off i ce fo r cert i f i ca t i on no  l a ter than  Jun e  1 of 
the c u rren t  f i sca l yea r .  
Once the  cert i f i ed popu l a t i on i s  determ i ned, the second  fac to r  i s  to 
determi ne  the per ca p i ta amou n ts . The adopt i on of the s tate  budget  u s u a l l y  
occ u rs towa rd t h e  end o f  t h e  l eg i s l a t i ve s es s i on.  T h e  re s ult ha s been the l a te 
i s s ue of  the per ca p i ta amou nt s , somet i me s  a s  l a te as Ju ne . Wa i t i ng fo r s uch  
data ca n p l ace  a c i ty very l a te in  prepa r i ng  the i r b udget . I t  i s  recommended 
tha t c i t i es u s e  the cu rrent  yea r per  ca p i ta amou nt s  to e s ta b l i s h a tenta t i ve 
reven ue  p rojec t i on for s ta te s ha red ta xes. Once  da ta fo r the com i n g  yea r i s  
a va i la b l e the (tenta t i ve )  projec t i on s  ca n be adju s ted. 
On the th ree except i on s  noted pre v i ou sly ,  i . e .  i ncome tax , m i xed d r i n k  tax  
and a l coholi c beverages  tax , a c i ty wi ll have to refe r to the i r pa s t  h i s tory to  
ma ke  the i r  project i on s . Fo r mos t  c i t i es those th ree i tems a re not  that  
s i gn i f i ca n t  i n  the o vera l l b udget  p i c t ure. Howe ve r , a c i ty s h ould be ca refu l 
not  to projec t the comi n g  yea r  a t  a h i gher  ra te of i nc rea s e  than  the i nc rea se  
s hown between  t he  actua l p rev i ou s  yea rs a nd t he  c u rre n t  yea r e s t i ma te . 
I n  rev i ewi ng  i ts pa s t  h i s tory ea ch  c i ty s h ou l d compa re the  revenues  wh i ch 
i t  ac tually rece i ved fo r each  of  these  i tems a ga i n s t  the  amount  that  i t  wa s 
su pposed to rece i ve ba sed on  the  appropr i a te pe r ca p i ta amou n t .  The  rea son  i s  
that ma ny of  the per  ca p i ta amou n ts a re ba sed  on p rojec ted s ales vo l umes.  Th i s  
i s  es pec i ally true  fo r s ta te s a l e s  ta x a nd  s ta te s t reet a i d . I f  s u c h  a rev i ew 
i nd i cate s  a s i gn i f i c a nt  d i ffe rence  between  wha t wa s s u ppose  to be rece i ved a n d  
wha t wa s actually rece i ved , a ca u t i ous a pproach m i g h t  requ i re a n  adju s tme n t  of  
the projec t i on s  fo r these  i tems to  reflect pa s t  h i s to ry. 
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Th ree-e i ght s  of the sta te i ncome tax i s  re tu rned to the  l oca t i on where i t  
i s  co l l ec ted . Th i s  i s  done by mea n s  of a code p l aced on  the tax  retu rn by the 
prepa re r .  Therefore, it  i s  very i mpo rta n t  tha t each  pers on  i n  you r  commu n i ty 
p l ace  the co rrect  code n umbe r  on  h i s  o r  her  ret u rn s o  that  the c i ty wi ll rece i ve 
c red i t .  
Append i x  I conta i n s the per ca p i ta amou n ts for each  i tem o f  s ta te s h a red 
taxes for the 1981 - 82 yea r fo l l owed by a br i ef de scr i p t i on  of each  i tem , th e 
fo rmu l a  wh i c h i s  u sed to determ i ne the per  ca p i ta amo u n t  to be rece i ved by each  
c i ty a nd the  s c hed u l e of payments  to the c i t i es.  Th i s  a p pend i x  i s  a n  excerpt  
from a techn i ca l  bu l l et i n pre pa red a n n ua l l y  by MTAS c o n s u l ta n ts . The  a ppend i x  
a l s o  de scr i bes  the u se s  for wh i c h each  i tem c a n  be expended . The u s e s  of the  
Ga s o l i ne I n s pec t i on Fee  a nd  Sta te Street Ai d funds  wi l l  be d i s c us sed  i n  greater 
detail in  the sect i on on  expend i tu res.  
Genera l  Revenue  S har i ng . Genera l revenue  s h a r i ng  funds  a re a ppro pr i a ted on  
a twe l ve mon th ba s i s  i den t i f i ed a s  a n  en t i t l ement  peri od a nd  pa i d  qua rte r l y  
s tart i ng i n  Ja n u a ry o f  e a c h  yea r. As l o ng a s  l oca l governments  u s e  a f i s c a l 
yea r other  than  the fede ra l f i s c a l  yea r wh i ch i s  Octobe r 1 th ro u gh September 30 , 
c i t i es mus t  take i n to accou n t  the fa ct  that  they wi l l  be rece i v i ng re ven ue  
sha rin g funds from two en t i t l eme n t  pe ri ods  d u r i ng th e i r f i s c a l  yea r. Th i s  i s  
i mportant i n  projec t i n g  revenues s i n ce the a l l oca t i on ca n cha n ge from one  
enti tl ement per i od to the next . Depend i n g on  how eac h c i ty's a ud i tor h a nd l e s 
the c i ty's Ju l y  qu a rte r l y  paymen t  ( s ome aud i tors cou n t  th i s  paymen t  i n  revenues  
of the yea r jus t  end i ng while some p l ace  i t  i n  the  next yea r's re venues ) , each  
c i ty ' s  book s  i n  Apri l wi l l  e i ther  i nd i ca te tha t  the  c i ty ha s rece i ved al l  of i ts 
Revenue S h a r i n g  Funds  fo r the cu rre n t  f i s c a l  yea r or  the one  add i t i ona l paymen t 
wi l l  be rece i ved. 
How to Project. Du ri ng the next f i s ca l  yea r  the c i ty wi l l  e i ther  be 
recei v i n g one or  two paymen ts from the c u rrent  e n t i t l ement  depend i ng on  the 
aud i tor's c redit of  the  Jul y  paymen t a nd the o ther  paymen t s  wi l l  be from yo ur  
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n ew e n t i t l emen t .  If the bo oks s h ow t h a t  a l l  c u rre n t  ye a r  payme n t s h a v e bee n 
received , take a n  amo u n t  eq ua l to t h e  Ap r i l payme n t , d o ubl e it a n d  add 50% of 
the amou n t  whic h wi l l be rece i ved d u r i n g  the  next  e n ti t l eme n t  pe r i o d .  If o n  th e 
o ther hand  the books s h ow one more payme n t  d u e , take a n  amo u n t  eq ua l to the  
Apri l  payme n t  a n d add 75% of t h e  amo u n t  to be received in the next  e n t i t l emen t 
pe rio d. The city s h o u l d  h a ve re ceived in fo rma t i o n by May as to the amou n t  of 
the n e x t  e n t i t l eme n t .  An exam p l e of the abo ve ca l c u l a t i o n s  wo u l d  be as fol l ows: 
A p ril  Payme n t  A p ri l  Payme n t  
$400 X 1 = $ 400 $400 X 2 $ 800 
New E n tit l eme n t  New E n ti t l eme n t  
$1,200 X .75 = + 900 $1,200 X .50 + 600 
Re ve n u e  Reve n u e 
P roje c t i o n  $1,300 P rojection $1,400 
T h e re wi l l be ye a r s in whic h the e s t i ma ted a l l oca tion i s  n o t  a va i l a bl e i n  
time to mee t the c i ty's b u d g e t  a d o p t i o n requ i reme n t s . In s u c h  ca s e s the city 
s h ou l d  mu l tip l y  the Apri l  payme n t  t i mes fo u r  (4) a n d  u s e  th i s  f i gu re .  If th i s  
is done , it i s  re c omme nded that t h e  b u d g e t  es tima te be re vised as s oon a s  the 
a l l oca tion amo u n t  is kn own . 
Each city s h o u l d a l s o be awa re tha t fo u r  p r i n cipa l fa cto rs fig u re i n to the 
fo rmula fo r re ve nue sha rin g a l l oc a t i ons.  The se fa c to rs inc l ude: in vers e pe r 
capita i n come ( i . e .  the  l owe r the city' s pe r ca pita income , t h e  mo re it wi l l 
rec eive in fund i n g) , po p u l a t i o n , i n te rgo ve rnme n t a l re ve n u e  a n d  l o ca l ta x i ng 
effo rt . A l l of t h e s e  a re compa red to the same fa c to rs for o t h e r  l o ca l 
go ver nme n t s  with i n the s tate, a n d wi t hin each city' s re s pec tive c o u n ty .  
E a c h  city s h o u l d be m i n d f u l o f  h ow neighbo r i n g  c i tie s a re do i n g in regard 
to popu l ation a n d  l oca l tax i n g effort . An a g g res sive l o c a l  t a x  effo rt by o n e  
en tity in the co u n ty co u l d pos s i b l y  i n c re a s e  t h a t  en t i ty' s fu t u re e n tit l eme n t s 
at the ex pen s e  o f  the other e n tities wi th i n  the c o u n ty ,  a l l o t her fac tors 
remain i n g c o n s t a n t . It i s  im po rta n t  to n o t e th a t  n o  c i ty ca n receive in re ve n u e  
s h a r i ng fun d s mo re th a n  fi fty perc e n t  (50%) of wh a t  i t  c o l l e c t s  in  taxes . 
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Each city should complete and promptly return the reports required by the 
Office of General Revenue Sharing. Failure to complete and return the statement 
of assurances form, and the actual use report, can result in withholding of 
quarterly entitlement payments. The money is not necessarily lost because the 
payments withheld will be forwarded along with the first quarterly payment 
following the Office of Revenue Sharing's receipt of the report, but it can 
cause severe cash flow problems for cities, and certainly means a loss of 
interest earnings if the money could have been invested. 
Water and Sewer Revenue. Primary revenue sources for water and sewer 
systems, as for other utility systems, are user fees. Certainly there are other 
revenue items but utility operations rely primarily on user fees. In projecting 
these revenues the past history is very important because of fluctuations which 
can take place from one year to the next. The minimum history needed is two 
actual years plus the latest estimate for the current year. To project the 
revenue for the balance of the current year use an amount equal to that received 
during the same period in the previous year unless that year was not a normal 
one. If a rate increase is planned or there are factors that will increase 
consumption, such as subdivision developments, annexations, utility line 
extensions, industrial development or projected increases by current users, 
revenue estimates can be increased accordingly. 
In order to estimate increased revenue based on an increase in customers, 
the city needs to count the number of new customers and multiply this figure by 
the average monthly bill and then multiply the result times the number of months 
it is anticipated that the new customers will be served. An example of such a 
calculation would be as follows: 
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New C ustome rs 
1 , 000 x 
A ve rage 
Mo n t h l y  B i l l 
$6 . 00 
Mo n t h l y  
Rece i p t s  
$6 , 000 x 
An t i c i pated 
Mo n t hs 
9 = 
I n c rease i n  Com i n g  
Yea r Re v e n u es 
$45 ,000 
New in d u s t r i a l  o r  comme rc i a l  c ustome rs wi l l  n e ed to pro v i d e a n  est i ma t e  of 
p ro posed usa ge fo r re v e n u e es t i ma tes to be ma de . 
Once aga i n ,  i t  i s  i mport a n t  t h a t  e a c h  u til i ty f u n d ed by u s e r  fee s be 
a n n u a l l y  re v i ewed to see i f  re v e n u e i s  exc eed i n g a l l ob l i ga t i o ns of the u t i l i ty .  
S u c h  a re v i ew sho u l d i n c l ude the past th ree o r  fo u r  ye a rs to see i f  a downwa rd 
t re n d  i n  n e t  ea rn i n gs i s  o c c u r r i n g .  A reasonab l e ne t ea rn i n g s  s h o u l d a l ways be 
ma i n ta i ned by e a c h  u ti l i ty .  I f  the re vi ew i n d i c a t e s  the n eed fo r a ra te 
i n c rease , ra tes s h o u l d  be i n c rea se d as soon as p ra c t i ca l  be c a use d e l ay w i l l  o n l y  
make t h e  p rob l em more d i ffic u l t . Ra te i n c rea s es s h o u l d be p receded by ra te 
stud i es .  S u ch s t u d i es sho u l d a n a l yz e  the n u mbe r of c us t ome rs , cons umpt i o n a n d 
re ve n u e  prov i ded by each  ste p of the c i ty ' s rate s t ru c t u re . Th e s e  st u d i es 
s h o u l d also re v i ew the pe rc e n t  of wa ter t h a t  i s  l o s t  be twe e n  p ump i ng a n d  sa l e s .  
Bad me ters, l eaks , e t c . , p l ace a he a v i e r b u rd e n  o n  t h o s e  c i t i z e ns w i t h  a c c u ra t e 
me ters . MTAS w i l l  s h o rt l y  ha ve ava i l abl e a ma n u a l to a s s i s t  c i t i e s  i n  mak i ng 
ra te st ud i e s . 
Aft e r  a l l a na l y s i s  i s  comp l eted, the ra te s t u dy s h o u l d p ro v i d e the 
gove rn i n g body i n fo rma t i o n on t h e  amo u n t  o f  ad d i t i o na l re ven u e  n eeded to mee t  
fu t u re req uireme n t s . I t  s h o u l d  a l s o  p ro v i d e o p t i o n s  to mee t t h o s e  reven u e  nee d s  
a n d the i mp a c t  of each  op t i o n on the c o nsumer . The f i n a l  dec is i o n o n  t h e  ex te n t  
of rate i n c rease, who w i l l  be a ffected a n d  the re s u l t i ng f i nan c i a l  c o n d i t i o n  o f  
the u t i l i ty rests wi th the gove rn i n g body . 
D e l i nqu e n t  B i ll s . Ea ch c i ty sho u l d h a v e a p o l i cy to a s s u re t h e  c o l l e c t i o n  
o f  del i nqu e n t  wa te r a n d  sewe r b i l l s .  Fa i l u re to do s o  wi l l  resu l t i n  a loss o f  
reve n u e a n d pla ce a n  u n fa i r  bu rd en o n  t h o s e  who do pay t h e i r b i l l s .  
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BORROWING 
Ta x Anticipation Notes. A tax anticipation note can be a valuable 
financial management tool for Tennessee cities. It allows cities to issue notes 
early in the fiscal year in anticipation of projected tax revenue which usually 
is not available until five or six months into the fiscal year . Such notes are 
limited to sixty percent ( 60%) of tax anticipation and require approval by the 
State Director of Bonds and Local Finance . 
With the passa ge of a tax anticipation resolut i on ( See Appendix G ) during 
the budget adoption process, the city can borrow money from time to time during 
the fiscal year after submitting a letter specifying the amount to the State 
Director of Bonds and Local Finance for approval. Such notes shall mature with­
out renewal not later than the close of the fiscal year . However, if ta xes and 
revenues do not meet the level esti mated, a city may apply to the State Director 
of Bonds and Local Finance, at least ten ( 10) days prior to the end of the 
fiscal year, for permission to issue fundi ng bonds to cover any unpaid balances . 
Tax anticipation notes are not a revenue, but they assist in smoothing out 
the c ity ' s  cash flow, which is a necessary ingredient in budget mana gement .  
Capital Outlay Notes . Another valuable fina ncial mana gement tool is the 
ca pital outlay note . It is a sho rt term borrowing tool that provides a means of 
fund i ng much needed capital items with a limited cash flow. Cities have used 
ca pital outlay notes to finance such various items as police cars, garbage 
trucks and street improvements . Like the ta x anticipation note discussed 
earlier, the capital outlay note also requires prior approval by the State 
Director of Bonds and Local Finance . However, the time limits are somewhat more 
liberal . 
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Ca p i ta l o ut l ay notes can  be exec u ted for a pe r i od not  to exceed th ree ( 3 )  
yea rs from date o f  i s s u a nce , a nd wi th a pprova l o f  the  D i rec tor of L oca l F i n a nce , 
the ma tu r i ty da te may be extended fo r two add i t i ona l pe r i ods  of th ree ( 3 )  yea rs 
each . S uch  notes i s s ued s o l e l y for the acqu i s i t i on of l a nd or an i n teres t i n  
l a nd may be exec u ted for a peri od not  to exceed seven  ( 7 ) yea rs from the  date  of 
i s s ua nce , and wi th a pprova l , may be extended fo r one add i t i on a l  peri od of  th ree 
* 
( 3 )  yea rs . A s ampl e cover l etter to the d i rector ,  ca p i ta l  o ut l ay res o l u t i on  
wh i ch mu s t  be ado pted by the govern i ng body , a n d  ca p i ta l  o ut l ay note a re 
i nc l uded i n  Append i x  H .  
* 
Howe ver , a m i n i mum of 1/ 9 of the pr i nc i pa l  of regu l a r ca p i ta l  o ut l ay 
notes  or 1/10 of ca p i ta l  o ut l ay notes  fo r l a nd mu s t  be  pa i d  ea ch  yea r  the  
notes a re o ut sta nd i ng .  
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EX PEND I TURES 
C h a rt of Ac cou n ts . The fo l l owi n g  comments  a pp l y  to revenues , a s  we l l  a s  
expend i tures , but  we ha ve chosen  expend i tu res  t a  s tres s  the  benef i t  o f  a c ha rt 
of  a ccount s . Expend i ture accounts  a re fa r more n ume rou s  i n  th e u s ua l c i ty 
budget . Ea ch  c i ty needs to dete rm i ne  the  opt im  m n umber of l i ne  i tems requ i red 
for f i nanc i a l  ma nagemen t .  Too few o r  too many accounts  wi l l  decrease  th e 
a b i l i ty of  f " n a nc i a l  ma nagers to p roperl y a na l yze cost  cen ters . For examp l e ,  i t  
i s  d i ff i cu l t to h o l d down e l ectr i c cos ts i f  th ey a re i nc l uded i n  a s i n gl e l i ne 
· tem wi th other types of u t i l i ty expenses . 
The c hart of accounts  found i n  the  Comptro l l e r ' s  " U n i fo rm Accou n t i n g  
Man ua l " s h ou l d b e  u sed i n  th e c i ty ' s  budget , accou nt i n g records , a n d  a n n ua l  
a ud i t .  Th i s  wou l d a p p l y  to a ny other  f i nance  r,e l a ted a ct i v i ty .  The  benef i ts 
a re : u n i form i ty i n  the c i ty ' s  tota l f i na n c i a l  p i c tu re , reduced a ud i t  costs , a n d  
s i mp l i c i ty i f  a c i ty has  or  i s  go i n g to h a ve a n  a utoma ted accoun t i n g  sys tem . 
P rojec t i on s . Fo r a ccou n t i ng pu rposes  a l l expenses  a re c l a s s i f i ed f i rs t  by 
fu nd ( see page 8 ) , secon d l y  by func t i on ( i . e .  genera l  governme n t , p u b l i c  s afety ,  
pub l i c  wo rks , etc . ) a nd  f i n a l l y  by obj ect . The S ta te Con trol l er ' s  U n i form 
Accoun t i n g  Ma nua l p l a ces  a l l expen ses  i n  one  of e i gh t  major  obj ect  c l a s s i f i ­
cat i on s . 
For the  pu rpose  of ma k i ng proj ect i on s  a l l expenses  can  be  p l aced i n  one  of 
f i ve catego ri es : (1)  pe rsonne l  serv i ces ; ( 2 )  con tractua l  s e rv i ces , s u p p l i es a n d  
mate ri a l s ;  ( 3 )  f i xed c h arges ; ( 4 ) deb t  serv i ce a nd ( 5 )  ca p i ta l  o u t l ay .  
Pe rson ne l Serv i ce s . Personne l  a n d  a s s oc i a ted expe n ses  a re the  l a rges t  o r  
one o f  t h e  l a rges t  expend i tu re i tems o f  a ny mun i c i pa l  opera t i on . Proj ect i on s  of 
s a l a ry expen ses  for the  cu rren t yea r can  be ob  a i ned by mu l t i p l y i n g  c u rren t  
s a l a ri es t i mes  the  n umbe r o f  pay pe ri ods  l eft i n the yea r ,  adj us t i n g fo r a ny 
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changes wh ich w ill be occurri ng before the end of the year and add i ng to th i s  
the actua l year to date tota l s. A s im ilar system can be used to ma ke current 
year project i ons of fringe benefit cost. 
In ma king project ions for the next f iscal year i t  is  i mportant that the 
persons preparing the budget ut il i ze a format that clearly i denti f ies current 
personnel costs and the i mpact of any proposed increases. Such analysis should 
be prepared on a departmental basi s  so that the current costs and i ncreases can 
be d i rectly related to muni c i pal services. Such analys is  should be prepared 
us ing the format shown in Append i x  K. Th is  format prov i des a salary brea kdown 
for each author i zed posit i on and for each employee wi thin a department. After 
sa l ar ies are computed and a departmental tota l i s  reached, annual costs should 
then be computed for fri nge benefi ts using present rates or percentages. 
The s i xth column of the personnel cost worksheet is used to list projected 
salari es wi thout any i ncreases except those prov i ded by guaranteed steps wi thin 
an existing pay plan. It i s  also used to show i ncreased fringe benefits based 
upon the percentage or f i xed costs estimated for the coming year. Each city 
s hould attempt to obta i n  percentages for FI CA (social security ) ; reti rement and 
unem ployment compensat i on for the coming fiscal year from th e respective offi ces 
for each item. The hospitali zation insurance agent should be contacted about 
projected increases if  the city pays any portion of such premiums. The total of 
the si xth column shows the governing body what personnel costs wi l l  be for the 
coming year if no across the board salary increases are granted. 
The seventh to ninth columns are used to project across the board 
percen tage i ncreases and to adjust all assoc i ated costs. Before ma k i ng a 
proj ection , comparisons should be made with previous years ' efforts and with 
what surrounding c it ies are doing (cities can utilize the MTAS Salary Survey ) , 
and shoul d be discussed i n  advance with the governing body. 
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C o n t ra c t u a l Serv i ces, S uppl ies and Ma te r i a l s .  The c a l c u l a t i o n p roces s 
dis c u s s ed i n  re v e n u e s  is a l s o  a p p l i c a b l e a n d  i mpo rta n t  t o  t h e s e  e x pe n dit u re s . A 
c i ty s h o u l d  u t i l ize two yea rs of a c t u a l  d a ta take n f rom t h e  i mmedia te p rev i o u s  
fis ca l ye a rs au d i t s .  The c i ty s h o u l d  a l s o ca l c u l a te e x pe n s es fo r t h e  e n t i re 
c u rre n t  yea r pe riod . Th e me thod of mak i ng c a l c u l a t i o n s  wa s d i s c u s s ed in  the 
re ven ue s e c tion o n  page 1 1 . H owe ve r, fo r expe n d i t u res a city s h o u l d  be min d f u l  
of a ny e x t ra o rdin a ry expe n d i t u res f o r  t h e  c u rre n t  yea r tha t may n o t  dev e l o p  
u n til  Ap ril , May o r  J u ne . Wh en p roj e c t i ng e x pe n d i t u res, it is b e t t e r  to o v e r  
p roj ect tha n u n de r p roje c t . E x pe n s es, es peci a l l y  u t i l i ty c o s ts, a re l a rge l y  
d e te rmi ned by u nit co s t s  a n d  u s age . I t  is dif f i c u l t  fo r c i tie s to a ffec t  u nit 
c o s t s  exce p t  th rough p u rc h a sing me t h ods that  s eek the l owe s t  p rice a n d  u ti l i z e 
b u l k  co n s um p tio n . H owe ve r, s u c h  effo rt s may n o t  be s u c c e s s f u l ,  e s pecia l l y  when  
deal ing wi th a l im i ted n umbe r of s u p p l i e rs . The  o n l y  o t h e r rec o u rs e  i s  to 
red u c e  co n s umpt i o n wh i c h has  p ro v e n  s u c c e s s f u l  i n  u t i l ity c o s t s . The city 
s h o u l d co n ta c t  e a c h  u ti l i ty to o b ta i n  a p roj e c tion o n  t h e i n c rea s e s e x pec ted i n  
the com i ng yea r .  O n c e  t h a t  pe rce n tage i s  o b ta i ned, it s h o u l d  be mu l ti p l i ed 
t i mes the e s t ima ted c u rre n t  yea r cos t s  to re a c h  n e x t  ye a r ' s  p roj ec t i o n . I f  
info rma t i on is not  a v a i l a b l e, u t i l i z e pa s t  h i s to ry to determ i n e t h e  t re n d  in 
a n n u a l i n c re a s e s  a n d a p p l y this to the es t i ma t ed c ur re n t  ye a r  co s ts . 
Ap p l ying a n  e s t i ma ted pe rc e n tage of i n c rea s e  i s  a b o u t  t h e  o n l y  way to 
p roj e c t  oth e r  expens es i n  this ca tego ry s u c h  as re pa i r  and ma i n te n a n c e . One  
s h o u l d  note p ro po s e d c h a n g es i n  pre s e n t  o r  f u t u re ope ra t i o n s  whic h m i g h t  a f fe c t  
s u c h  p roje c t i o ns . Fo r ex amp l e, ad d i ng p o l i c e ca rs may i n c rea s e  re pai r a n d  ma i n ­
t e n a n c e ; h owe ve r, re p l a c i ng s ome h i gh mai n ten a n c e ca rs wi th new o n e s  may red uce 
the amou n t  of re pa i r  a n d  main te n a nce need ed. 
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Fixed Charges . Include items such as insurance, bonds, rents, data 
processing serv i ce, etc . These are among the easiest expenses to project since 
they are based on fixed costs which can be obtained from the appropriate 
supplier . 
Debt Service. Each city with outstanding debt obligations should develop 
and maintain a payment schedule for each outstanding debt. Such schedul e  can be 
devel oped with the aid of the city's auditor and updated to reflect the 
princ -i pal and interest due during the coming fiscal year. The schedule should 
provide the necessary information on a monthly basis . 
Once the schedule is prepared a cash flow plan needs to be developed so 
that each fund is paying an appropriate share on a monthly basis . Monthly set 
asides will prevent bonds or interest coming due without sufficient monies on 
hand to meet the obligation. This information can be used to project debt 
service ex penses for the next fiscal year. 
Capital Outlay . This category includes the purchase of land, buildings, 
equipment and improvements. Projections of these expenses should be based on 
contracts , i f  available ; otherwise estimates obtained from suppliers or 
consult ing engineers should be used . Use the largest or several estimates to 
budget for equipment purchases . 
State Street Aid . Periodi cally, MTAS publishes articles, reports, etc . 
wi th information for local governments . One of these reports, written by 
W. K .  Joines, Finance and Accounting Consultant, is on the proper and improper 
use of I I State Street Aid . 1I Additional information on these funds can be found 
i n  Appendix I and L .  State Street Aid is a restricted fund and cannot be 
combined with any other fund . 
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Revenue S h aring . Revenue sharing funds may be used for any purpose which 
is considered a permissible use of a city ' s  own revenues under applicable state 
and l ocal l aw .  A brief list of no n-recommended uses includes : 
matching funds , debt retirement, l o a ns and investment . A prohibition exists 
f rom the standpoint that no city may use its funds for l obbying or other 
activities which may infl uence legisl ation regarding this act . Dues paid to 
state or national government associations are considered an exception . 
Recipient governments must spehd, obl igate or appropriate revenue sha ring 
funds within 24 months of the end of the entitlement period for which funds we re 
received . 
These funds can be used with other city funds with minimal difficul ties . 
We urge caution in using these funds for operational expenditures . I n  the past 
cities h a ve used their funds for equipment purch a ses or other capital, one-time 
items. Recently, these funds . h a ve been used for operational expenditures ; i . e .  
sal aries . I n  the event the appropriations for revenue sharing were cut or 
eliminated, cities woul d be in a precarious position, fiscal ly, h a ving to raise 
taxes or decrease services in order to make up the l oss of revenue . One-time 
capital proj ects woul d seem to be the best use for these funds, but costs are 
increased by application of the Davis -Bacon Act requiring national prevailing 
wa ges be paid by th e ci ty or contractor . 
Enterprise Funds . Budgeting expenditures for enterprise funds such a s  
water or sewe r d o  not differ from wh at has been discussed for other funds except 
for two important points . Fund bal a nces which are referred to in enterprise 
funds as retained earnings are not supposed to be used to fund coming year 
operat i onal expenditures except to assist in ca sh fl ow shortages during the year 
or for additi ons to pl ant . Also , an item called depreciation which does not 
normal l y  appear in other funds is a required item in an en terprise fund based 
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upon the amou n t  of unde p rec i a ted p l a n t  va l ue. De p rec i a t i o n i s  n o t  a n  a c tua l 
c a s h  payme n t  i tem bu t s h oul d be bud gete d afte r c o n su l ta tion wi t h  t he aud i t or o n  
the p roper amou n t  to s c hedul e fo r the c omi ng yea r. The aud i to r  w i l l  then c h a rge 
out suc h de p rec i a t i o n a t  t he e n d  of the f i s c a l  ye a r .  The rea s o n  fo r bud ge t i n g 
de p rec i a t i o n i s  to a s sure tha t money i s  set a s i de for re p l a ceme n t  of p l a n t  whe n 
i t  wea rs out a n d to e n d  the yea r  wi t h  a po s i t i ve re t a i ned ea rn i n g s. 
Fu n d  B a l a n c e s. O n ce the cu rre n t  yea r  es t i ma te s  fo r a l l e x pe n d i tu re s h a ve 
bee n c omp l e ted a n d ba l a n ced ag a i n s t  e s t i ma ted reve nues ,  the re sul t i n g fu n d  
b a l a n ce c a n  b e  ut i l i zed i n  meet i n g p rojec ted ope ra t i on a l  need s for t he c om i ng 
yea r in  a l l fun d s  e x ce p t  e n te rp r i se fun d s. 
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B UDGET ADOPT I ON 
Budge t Docume n t. The f i na l budget docume n t  s h ou l d c o n tain a s  a min i mum a 
s e p a ra t e s e ction fo r ea ch fu nd wi th a s e p a rate l i s ti n g  fo r re venues a n d  
e x p e n ditures s h owi n g  p rior ye a r  experie n c e , cu r re n t  ye a r  budget , cu rre n t  ye a r  
e s tima t e s  a n d p roposed amoun t s  fo r n e x t  fis ca l yea r .  T h e re s h oul d a l s o  be a 
summa ry page s h owin g  a l l fu n d s  with a summa ry o f  re v e nue a n d  expen ditu re s. 
Pub l i c  Hea ring Requireme n t s . State l aw requi re s th a t  pub l i c  hea ri n g s  mus t  
be he l d  rega rdi n g  the budget in coun c i l -ma nage r citie s. Fed e ra l  l aw requi re s a 
pub l ic hea rin g fo r Fe d e ra l Reve nue Sha ri n g  Fun d s . U n t i l  re ce n t l y  two hea ri n g s  
we re requi red ; h owe ver, due to a re ce n t  c h a nge o n l y  a si n g l e hea ri n g  is  n ow 
ma n d a ted . Ap pendix C pro vid e s  a samp l e o f  t h e  ty pe of n o tice th a t  mus t  be 
pub l is hed fo r this h e a rin g. This n o tice l i s t s by majo r fu n c tio n s  the amoun t s  of 
re ve nue s h a ring fu n d s  p roposed to be s p e n t  duri n g  the comi n g  f i s c a l  yea r, a l o n g  
with t h e  amou n t  o f  fund s  f rom o t h e r  s ou rc e s. O n c e t his hea ri n g  i s  compl eted, 
the a d o ption of the budget may occur. 
Budge t O rdin a n c e . A p pe n dix D a nd E con ta i n  s a m p l e a d o ption ordin a n ces 
wh i c h s h ou l d be used in  fin a l izin g t h e  bud g e t  proce s s. Sta te l a w a s  i t  a p p l ied 
to ge n e ra l  l aw citie s requi re s th ree ( 3) s e pa ra te rea di n g s  for budget 
o rdina nces , e x c e p t  fo r citie s wh i c h ope ra te u n d e r  t h e  mo difie d ma n a g e r  p l a n  
whe re o n l y  two re a din gs a re requ i red. Priva te a c t  c h a rte r c i t i e s a re gov e rn ed 
by the requi reme n t s o f  th e i r cha rte r �  We wou l d rec omme n d , h owe ve r, th a t  e v e n  if 
your c h a rte r does not  requ i re the ado ptio n of you r bud g et by ordina nce that s ome 
forma l a c tion be t a k e n  by you r g o v e rn i n g body to a p p rove the budge t, t a x  l e vy 
a n d  a p pro p r i atio n s. 
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A property tax rate can be estab l ished in the same ordinance used to adopt 
th e budget . The samp l e  ordinance in Appendix E uses this method . 
Federa l l aw re quired that within thirty ( 30 )  days after adoption of a 
b u dget prov i ding for the use of Federa l Shar i ng Funds that a notice be pub l i s h ed 
stat i ng when and wh ere the budget is avail ab l e for pub l ic inspection . A sampl e 
notice is contai ned in Appendix F .  
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BUDGET MANAGEMENT 
Monitoring. After adoption of a budget, the most important aspect of the 
budget process follows : monitoring revenues and expenditures for the budget 
year. A few basic steps will help to adequately monitor the income and 
expenditures of your city. First, devise a monthly report in order to give 
officers and department heads a current picture of the city ' s  finances . See 
Ap pendix M for an example. 
Secondly, during the course of the fiscal year prepare a quarterly or mid­
year budget review. This will assist in the third most important aspect of the 
monitoring process - budget amendments. Even the best budget will miss a line 
item or several line items. The law allows for amendments to the budget in 
order to bring actual expenditures in line with the budget. 
It is impossible to overemphasize the need for budget monitoring. Without 
it, the budgetary process is incomplete and may place the city in a tenuous 
financial position. Audit reports should be used to streamline accounting 
operations . 
Revenue Sharing Amendments . The budget may be amended to move revenue 
sharing funds from one function to another, if the need arises. Any change 
involving less than 25%  and $ 2 , 000 of the entitlement can be handled through 
normal amendment process. Another public hearing will be required if the 
amendment exceeds 25% and $2 , 000 of the total entitlement amount . 
For example, if there is an unexpected need to spend $5 , 000 . 00 for a piece 
of equipment in the police department, assuming no funds were a p propriated for 
this purpose, an appropriation is necessary. If the amount is less than 25%  of 
total revenue shari ng a p propriations, no public hearing is necessary. I f  the 
amount i s  greater than 25% , the hearing must be held . I f  a hearing is required, 
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a ten ( 1 0 )  day no t i c e wi l l  be req u i re d befo re h o l d i n g the hea ri n g  to ame n d  the 
re v e n ue s h a r i n g  b u d ge t . 
I t  i s  good prac t i ce to n o te ma j o r  re venue s h a r i n g  e x pe n d i t u re s  i n  the 
m i n u te s o f  the counc i l  me et i n g s , e ven wh e n  s pend i n g mo ney p re v i o u s l y  budge ted . 
I t  wi l l  h e l p i n  compl et i n g the n eces s a ry a u d i t  to h a ve the mi n u t e s  s e r ve a s  a n  
ad d i t i on a l  a u d i t  tra i l . 
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A P P END I X  A 
SU GG ESTED B U DGET CAL ENDAR FOR SMALL/MED I UM- S I Z E D  C I T I E S 
By Wi l l i a m Ba i l ey ,  Mun i c i pa l  Co n s u l ta n t
l 
The f i s c a l yea r of mo s t  Te n n e s s ee c i t i e s ends  on J u n e 30 , a n d  i t  i s , 
t h e refo re , h i g h l y  des i ra b l e to h a v e a budget a d o pted fo r the fo l l owi n g  f i s c a l  
yea r by J u n e 30 , o r  rea dy f o r  a d o p t i o n a t  t h e  f i r s t  co u n c i l  mee t i n g  i n  J u l y . I t 
a ppea rs , h owe ve r , t h a t  mo re a n d mo re c i t i e s a re fa i l i n g to me et the dea d l i n e fo r 
a d o p t i ng a n ew b u d ge t .  Wh i l e  i t  i s  s ome t i mes n e c e s s a ry to wo rk on the b u d g e t  
beyo n d  t h e  e s ta b l i s h ed dea d l i n e ,  c i ty off i c i a l s u s u a l l y  c o u l d mee t  the dea d l i ne 
wi t h o u t  p ro b l ems i f  they wo u l d  d o  a l i tt l e pre - p l a n n i n g a n d  e s ta b l i s h a B u dge t 
Ca l e n d a r .  Wh i l e  the budget ca l enda r o f  a l a rge c i ty co u l d be mo re l e n g thy a n d  
deta i l ed ,  t h a t  of a sma l l o r  med i u m- s i zed mu n i c i pa l i ty co u l d b e  s omewh a t  a l o n g  
the l i n e s  o f  t h e  fol l ow i n g : 
On o r  befo re Ma rc h  1 5  
Ma rch 1 5  
Ma rc h 20 
By A p r i l 1 5  
By May 1 
By May 1 5  
By May 1 5  
By J u ne 30 
No mo re tha n 30 
a f ter b u d get a d o p t i o n  
B U DG ETARY S C H E DUL E 
F i n a n c e  Of f i c e r  p re pa res prev i o u s  a n d  c u r re n t  yea r 
f i n a n c i a l  da ta o n  e s t i ma te fo rms . 
E s t i ma te forms a re fo rwa rd ed to Mayo r ,  F i n a n c e  
Commi ttee , or Ch i e f Ad m i n i s t ra t i v e Of f i ce r . 
C o p i es of e s t i ma te fo rms a re forwa rded by Mayo r ,  
F i na n c e Commi ttee , o r  C h i e f Adm i n i s t ra t i ve Off i c e r  to 
Depa rtme n t  Hea ds wi th i n s t ru c t i o n s . 
F i n a n c e  Of f i ce r  p repa re s  re v e n u e  e s t i ma tes . 
D e pa rtme n t  Hea ds p re p a re es t i ma tes a n d  forwa rd to 
Mayo r ,  F i n a n c e  C omm i ttee , or Ch i e f Adm i n i s t ra t i ve 
Off i ce r .  
Re v i ew o f  e s t i ma tes by Mayo r , F i n a n c e  C O�l i ttee , or 
C h i e f Adm i n i s t ra t i ve Off i c e r ; dete rm i na t i o n  ma de of 
rec omme n d a t i o n s  to be ma de to l e g i s l a t i ve body .  
S u bm i t p roposed b u d g e t  o r  b u d g e t  re qu e s t s to 
l e g i s l a t i ve body . 
L e g i s l a t i ve body f i na l i z e s  b u d ge t , h o l d s  nec e s s a ry 
p u b l i c  hea r i n g s , a n d  a d o p t s s a me . Federa l re v e n u e  
s h a r i n g  re g u l a t i o n s  re qu i re a n o t i ce i n  a news pa pe r 
a t  l e a s t  10 days pr i o r to th e b u d get he a r i n g  by the 
l e g i s l a t i ve body a n d  a p ro posed b u d g e t  s u mma ry mu s t  
b e  i n c l u ded i n  the a d v er t i s eme n t .  
No t i ce of a va i l a b i l i ty of Ado p ted B u d g e t  a s  
req u i re d for re v e n ue s h a r i n g .  
1 Retyped , MTAS Te c h n i ca l  B u l l e t i n ,  A p r i l 3 ,  1 98 1 . 
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APPEND I X  B 
HOW TO PREPARE A BUDG ET 
1 .  Gather  the  fol l owi n g  i n forma t i on : 
( a )  Aud i t  repo rts fo r p a s t  two f i sca l yea rs 
( b )  Copy o f  cu rrent  yea r ' s  budget 
( c )  A l i s t  of a l l expen ses  fo r cu rrent  yea r up  to date 
( d )  A l i s t  of a l l revenue for cu rrent  yea r u p  to date 
( e )  L i s t of present  s a l a r i es 
( f ) Cos t  of fri nge benef i ts 
2. Ma ke a budget ca l enda r ( s ee Append i x  A )  
3 .  F i l l  i n  i nforma t i on o n  budget wo rksheet ( s ee Append i x  J )  fo r pa s t  two 
f i s ca l  yea rs , cu rrent  budget , and  yea r to date tota l s .  
4 .  F i l l  out  a Pe rsonne l  Cos t Wo rksheet ( see Aopend i x  K )  for each  Depa rtmen t .  
5 .  P roj ect revenues and  expen se s  fo r ba l a nce of cu rrent  yea r ,  add yea r to date 
tota l s a nd  p l ace res u l ts  on  budget wo rk s heets . 
6 .  P roj ect revenues and  expen ses  fo r next  f i s ca l  yea r and  p l ace res u l ts  on  
budget wo rk s heets . 
7 . Tra n sfer  nece s s ary i n fo rma t i on from wo rks heets to f i na l budget fo rms . 
8 .  Subm i t budget to govern i n g body . 
9 .  Ad vert i se a nd  h o l d budget hea r i n g  ( see Appen d i x C ) . 
1 0 . Ma ke  f i na l  changes  and  adopt  budget . 
1 1 .  P u b l i s h not i ce of adopted budget ( see Appen d i x  F ) . 
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APPEN D I X  C 
PU BL IC NOT IC E  
( NOT I CE MUST B E  RUN 10  DAYS  PRIOR  TO BUDGET HEARING . )  
C I TY OF 
PRO P 0 S E'-=-O --=B�U D�Gn=E--T """I"':H"="EA""""R-='"'I N:-:-:::G'--
The City of will hold a publ ic hearing at City Hall on --------
( date ) at ( time ) p. m. for the purpose of reviewing the ---�-�--- -���--
198 - budget . The B udget may be examined at  City Hall between (times ) ----!...---.!.-
on weekdays . Al l interested c itizens are encou raged to give written and oral 
comments . Senior c i tizens are encouraged to attend and participate . 
Est i mated Revenues : 
Genera l F und $ 
Street Aid $ 
Revenue Sharing $ 
Water & Sewer $ 
Gas Department $ 
Tota  1 $ ------
Estimated Expenditures : General Funds 
Genera l Government $ 
Public Safety $ 
Pub lic Work s $ 
Street Aid $ 
Water & Sewer $ 
Gas Department $ 
















APPEND I X D 
ORD INANCE NO . ---
AN ORD I NANCE  OF THE C I T Y  OF APPROPR IATI NG FUNDS FOR THE ------
F I SCAL YEAR JULY  1 ,  198 __ , TH ROUGH J UN E  30 , 198 
Be  i t  o rda i ned by the C i ty of , as  fo l l ows : ------
SECT ION 
1 .  To ta l re venues a nd  a va i l a b l e funds  a nd  tota l expend i t u res . 
2 .  Appropr i a t i on not  to be exceeded . 
3 .  L i ne - i tem f i nanc i a l  p l a n  requ i red . 
Sec t i on 1 .  (A ) TOTAL REVENUES & AVAI LABL E  FUNDS 
Genera l Fund  . . . . .  . 
State Street A i d  Fu nd  
Reve nue  Sha r i n g  F u nd . . . . . . 
Wa te r & Sewe r  Fund  . . . . . . 
Gas  De pa rtment  . . 
( B )  EXPEND I TU RES 
Genera 1 Fund . . . . . 
State  Street A i d  . .  
Reve nue  Sha r i n g Fund  . 
Wa te r & Sewe r Fund  
Gas  De pa rtment  








Sect i on 2 .  Approp r i a t i ons  not  to be  exc ee�ed . No expend i tu re l i s ted above 
may be exc eeded wi thout  a ppropr i a te ordi na nce c t i on  ame nd i n g th i s  o rd i nance . 
Such  act i o n sh a l l f u l l y  descr i be a l l c h a n ges proposed to the budget  a nd  s h a l l 
° n c l ude the sources  of revenue  to f i na nce the proposed expend i tu res . 
Sect i on 3 .  The ( C i ty Off i c i a l ) i s  req u i red to prepa re a nd  
ma i n ta i n  a deta i l ed f i nanc i al pl a n  to i mpl emen th i s  a pp ropr i a t i on o rd i nan ce , 
a nd to ma ke  regu l a r (mon t h l y )  re port .  t o  th i s  govern i n g body . 
Th i s  ord i na nce s h a l l ta ke effect  i mmed i a te l y  u pon  f i n a l  pa s sa ge , the  pu b l i c  
we l fa re requ i r i n g i t .  
1 s t  Read i n g :  --------
2 n d  Read i n g :  -------- Mayo r :  -------------------------
3rd Read i n g :  -------
C i ty Recorde r :  ---------------------
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APPEN D I X  E 
ORD INAN C E  NO . 
-----
AN ORD I NANC E  OF THE C I TY OF APPROPR IAT I NG FUNDS AND 
--------
ESTABL I S H I NG A PROPERTY TAX RATE FOR TH E F I SCAL YEAR JULY  1 ,  1 98 , TH ROUGH 
JUNE  30 , 1 98_. 
Be  i t  o rda i ned by the C i ty of , as fo l l ows : 
-------
SECT ION 
1 .  To ta l re venues  a nd a va i l ab l e fu nds  and  tota l expend i tu re s . 
2 .  Approp r i a t i o n not to be exceeded . 
3 . L i ne - i tem f i nanc i a l  p l a n  requ i red . 
4 .  Ta x ra te . 
Sec t i on  1 .  ( A )  TOTAL REVENUES & AVAI LABLE  FUNDS 
Gene ra 1 Fund . . . . . 
Sta te Street A i d  F und  
Revenu e  S har i n g  F und  
Wa te r & Sewe r Fund  . 
Gas  Depa rtment  . .  
( B )  E X P EN D I TURES  
Genera l  F und  . . .  
State S t reet A i d  Fund  
Reven ue S h a r i n g Fund  . 
Wa te r & Sewe r Fund . 









Sect i on 2 .  Appropri at i ons  not  to be  excee ed . No  expend i tu re l i s ted  above 
may be exceeded wi t hout  appropr i ate  ordinance  c t i on to the  b udget  a nd  s h a l l 
i n c l ude the  sources of reven ue to f i nance  the propos ed expen d i tures . 
Sec t i on 3 .  Th e ( C i tt Off i c i a l ) i requ i red to prepa re a n d  
ma i n ta i n  a deta i l ed f i nanc i a  pl an  to  i mpl emen . t h i s  a pp ro pr i a t i on o rd i n an ce , 
a n d  to mak e  regu l a f  ( month l y)  reports to th i s  govern i n g  body . 
Sec t i on 4 .  There i s  h ereby l ev i ed a p rope rty tax of $ pe r $ 1 00 . 00 
----
a s s e s sme n t  for the  pu rpose  of fu nd i n g mu n i c i pa l serv i ces . 
Th i s  ord i nance sh a l l take  effect  i mmed i ate l y  u pon f i na l pa s s a ge , the  p ub l i c  
we l fa re requ i r i n g i t .  
1 s t  Read i n g : 
-------
Mayo r : 
2nd  Read i n g :  
----
3 rd Read O n g :  
------
C i ty R(.)c de r :  
---------------
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APPEND I X  F 
PUBL I C  NOT I C E  
( MUST B E  RUN I N  TH E PAPER  W I TH I N  TH I RTY ( 30 )  DAYS AFTER  
ADOPT I ON OF  APPROPR IAT I ONS  ORD I NANC E )  
C I TY OF  
------------
The ado pted budget fo r the C i ty of  ' s  1 98 - fi sca l 
-------------
----
yea r i s  a va i l a b l e fo r pub l i c  i n s pect i on on wee kdays a t  C i ty Ha l l betwee n  the  
hou rs of a . m .  and  p . m .  
----- -----
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APPEND I X G 
RESOLUTI ON O F  TH E ( TOWN/ C I TY ) 
OF , TENNESSEE , 
AUTHORIZ I NG TH E I SSUANC E  
O F  I NTE REST BEAR I NG TAX 
ANTIC I PAT I ON NOTES 
WHEREAS , Under  the prov i s i o ns  of  Sec t i o n 7 - 36 - 1 03 ( 1 8 )  the gove rn i n g body 
of a mun i c i pa l i ty may i s s ue i n te re s t  bea ri ng  ta x a n t i c i pa t i on notes pro v i ded 
s uch notes  s ha l l f i rs t be a pproved by the Sta te D i rec tor o f  Loca l F i na nce : 
NOW , TH EREFORE , B E  IT  RESOLVED BY TH E ( 
_
_
_ 9",-o_v_e_rn_',--° n....,.;g_b_o_d.K..Y 
_
_ of the 
( Town/C i ty)  of _______ , Ten nes see , tha t  the Mayo r a n d  C i ty Recorde r 
a re he reby a uthor i zed to bo rrow money on  tax a n t i c i pa t i on notes , pro v i ded s uch  
note s  a re f i rs t  a p proved by the  D i rec tor  of  Loca l F i nance , to pay for  the  
expenses here i n  a u thor i zed u nt i l the  taxes a n d  other  revenues  fo r the  f i s c a l  
yea r , h ave been co l l ected , not  exceed i n g 60% of the a pp ropr i a t i on s  of 
each i nd i v i dua l fund . The p roceed s of l oa n s  for eac h  i n d i v i dua l fund s h a l l be 
u sed o n l y  to pay the  expenses  a nd  other  req u i reme n t s  o f  the fund  for  wh i ch money 
i s  bor rowed . The notes  e v i denc i ng the l oa n s  a u thor i zed u n de r  th i s  s ec t i on s ha l l 
be i s s ued  u nder  the a u th or i ty of Sect i on 7 -36- 103 ( 1 8 )  Ten ne s s ee Code  Annota ted . 
Sa i d  Notes s ha l l be s i gn ed by the Mayo r a n d  c o u n te r- s i gned by th e C i ty Recorder 
a nd s h a l l ma t u re and  be pa i d  i n  fu l l  w i thout  renewa l not  l a ter tha n 
J u ne 30 , 
---
Du l y  pa s sed and  a pp ro ved th i s  day of 
-----
(Mayo r ) 
( C i ty Recorder) 
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APPEND I X H 
RESOLUT I ON OF  TH E 
OF -, """"'T-;:::";EN:-=N;-;:;:"ES-:::-::S::-O::E,-;:::"'E ......... A ... U .... TH ....... O="=R....-:r Z"""'I N' G 
THE I SSUANC E  OF I NTEREST BEAR I NG 
CAP I T A-:--L --""O"""""UT=-=-L-rA't"7""y -
N'-=OT:;::O;::E:-::::-S """""';"N"':"i'::O-=-T -;;T;"'A'"O ---=E:"";'7X=-=C E=E="'D --::1$ ____ -
AND PROV  I D I NG FOR THE =-PA .... Y..,....-;M�EN:"":"I:T�OF----S..,.....AI;-;;;D,.----.;-:NO""""T::-;:=-ES 
WHEREAS , i t  h a s  bee n dete rm i ned by the  -----------------------------
that  i t  i s  nece s s a ry a nd  des i rab l e to --------------------------------
i n  a n d  for s a i d  mu n i c i pa l i ty ;  a nd  
WHEREAS , s u ff i c i en t  f u nds  a re not  n ow a va i l ab l e for th i s  pu rpose and  i t  
wi l l  be  necess a ry fo r the to a u tho r i ze the -------------------------
i s s u ance  of notes to f i nance  th i s  tra n s act i on ; a nd  
WHEREAS , under  the  prov i s i ons  of Sec t i o n 7 -36 - 103 ( 18 ) , Ten nes see Code 
An notated , mu n i c i pa l i t i es i n  Tennes s ee a re a uthor i zed th roug h  the i r  re s pec t i ve 
------------------------------ , u pon  a pprova l by the  State D i recto r  of 
Loca l F i nance , to i s s ue i n teres t bea r i ng  c a p i ta l  ou t l ay no tes to f i n a n ce the 
cos t thereo f ;  a nd  
WHEREAS , i t  a ppea rs a d va n ta geou s to s a i d  mu n i c i pa l i ty at  th i s  part i c u l a r 
t i me to i s sue  ca p i ta l  out l ay notes  to f i nance  the  cos t thereof : 
NOW , TH EREFORE , B E  IT  RESOLVED B Y  TH E ------------------------------
of the of , Ten ness ee : -------- ----------------
S ECT I ON I .  Tha t , for the p u rpose of prov i d i n g funds  to f i nance  the  c o s t  of 
i n  a nd  for s a i d  -----------------------------------------
mun i c i pa l i ty ,  there s h a l l be i s s ued i ts nego t i a b l e i n te res t bea r i n g  c a p i ta l 
out l ay notes i n  a pr i n c i pa l  amount  not  to  exceed $ -----------------------
Tha t ,  sa i d  notes s h a l l be des i gnated I I  ----------------------------------
Cap i ta l  Ou t l ay Notes " a n d  s ha l l be n umbe red s e ri a l l y  beg i n n i ng w i th the Number 
1 .  Ea ch of sa i d  notes s h a l l be dated a s  of the  da te of i s s uan ce thereof , s h a l l 
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- 2 -
be of such denomination as agreed upon by the and the purchaser 
of said notes , and shall mature not later than three ( 3 )  years afte r the date of 
issuance , provided , that not less than one -ninth ( 1/9 ) of the original amount of 
the notes issued hereunder shall mature , without renewal but subject to prior 
redemption, each year that any of the notes issued hereunder are outstanding . 
S ECT I ON 2 .  That , said notes shall bear interest at a rate not to exceed 
% per annum , payab l e  i n  such manner as shall be determined by the 
-----
-------------------------
and the purchaser of said notes. Both principal 
and interest on said notes shall be payable in lawful money of the United States 
of America at the office of the Treasurer of , Tennesse e .  
--------------
S ECT I ON 3 .  That , said notes shall be subj ect to redemption at the o ption 
of the munic i pality, i n  whole or in part , at any time at the pr i ncipal amount 
thereof and accrued interest to the date of redemption. 
S ECT I ON 4. That, said notes shall be executed i n  the name of the 
of , Tennessee ,  signed by the 
------
-------------------------
and attested by the , with the seal of the munici pality 
attached thereto . 
S ECT I ON 5 .  That, said notes shall be in substantially the form attached 
hereto. 
S ECT I ON 6 .  That, for the purpose of prov i ding funds with which to pay the 
principal of and i nterest accruing on sa i d  notes at maturity, there shall be 
l ev i ed upon all taxable prope rty ly i ng within the cor porate 1 imits of ____ _ 
, Tennessee , a d i rect annual tax for each of the years wh i le 
------------




S ECT I ON 7 .  Tha t , s a i d  notes  s ha l l not  be i s s ued un t i l a p p rova l by the  
Sta te D i rector of Loca l F i nance  s h a l l ha ve been  obta i n ed a s  requ i red by Sec t i o n  
7 - 36 - 1 03 ( 18 ) , Tennessee Code Annota ted . 
SECT ION  8 .  Tha t , s a i d  notes s ha l l not  be so l d fo r l e s s  t h a n  pa r and  
a ccrued i n tere s t .  
S ECT I ON 9 .  That , the  proceeds of sa i d  notes  sh a l l be tu rned over  to the  
Trea s u rer of the  s a i d  mun i c i pa l i ty and s h a l l be  pa i d  out  for the  pu rposes  and  i n  
th e ma nner  requ i red by l aw and  th i s  re so l u t i on . 
SECT I ON 1 0 . That , i f  a ny of sa i d  ca p i ta l  o u t l ay notes  s ha l l rema i n  u n pa i d  
a t  the  end of th ree ( 3 )  yea rs from the da te of i s s uance of same , the  ba l a n ce of 
sa i d  note or  notes s h a l l be converted to bonds  a s  pro v i ded by Sec t i o n s  9 - 1 1 - 10 1  
t o  9 - 1 1 - 109 ,  i nc l u s i ve ,  Te n nessee Code Annota ted , or  otherwi se  l i q u i dated i n  
s u ch  man ne r  a s  a pp roved by the S ta te D i recto r o f  Loca l F i n a n ce i n  comp l i ance  
w i th s tatutes  re l a t i n g to the  i s s uance and redempt i on of bon d s  and  notes . 
S ECTI ON 1 1 .  Tha t ,  a l l orders o r  re s o l u t i o n s  i n  conf l i c t herewi th be  a n d  
t h e  same a re hereby repea l ed i n s ofa r a s  s u ch conf l i c t ex i s ts  a nd  t h i s  re so l u t i on 
s ha l l become effect i ve i mmed i a te l y  u pon  i ts pa s s age . 
D u l y  pa s sed and  a pproved th i s  day of 1 9  
Ti t l e :  
( S ea 1 ) 
Attes ted : 
Ti t l e :  
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CAP I TAL OUTLAY NOTE 
--------------------------------
$ No . 
KNOW AL L MEN B Y  TH ESE PRESENTS : That  the mu n i c i pa l i ty of 
----
i n  the Sta te of Te nnes see , hereby a c k n owl edges i tse l f to owe a n d  fo r va l u e 
rece i ved he reby prom i ses to pay to bea re r  the  s um of $ on or  befo re 
-------
---------
, 1 9 , together  wi th i n teres t thereon from the  date he reof u n t i l 
pa i d  a t  t he  ra te of percen t ( __ % )  pe r a n n um ,  payab l e on 
1 9  , a nd  the reafte r .  Both  pr i nc i pa l a nd  
--------------
i n teres t a re paya bl e i n  l awfu l  money of the  Un i ted S ta tes  of Ameri ca a t  the  
Offi ce of  t he  Trea s u re r  of , Tennes see . 
-----------
For the prompt paymen t  of th i s  o b l i ga t i on , both  pr i n c i pa l  a nd i n teres t ,  the 
fu l l fa i th ,  c red i t  a nd other resources of sa i d  mun i c i pa l i ty are he re by 
i rre voc a b l y  p l edged . 
Th i s  note i s  i s su ed fo r the pu rpose of prov i d i n g fu nds  to f i nance  the cost  
of i n  and  fo r s a i d  mu n i c i pa l i ty a nd i s  i n  
---------------------------
a l l re s pects  i n  compl i ance wi th  a nd  under  au tho r i ty of Se ct i on 7- 36- 103 ( 1 8 ) , 
Te nnes see Code An nota ted , and  a re so l ut i on d u l y  adopted by the 
---------
of , Te nnes see , on  t he  day of 
------------
----------- -----
__________ , 1 9  ___ 
I t  i s  hereby cert i f i ed a nd rec i ted t hat  a l l acts , cond i t i on s  a nd th i n g s  
requ i red by the  Cons t i tu t i o n and  l aws of t h e  Sta te of  Ten ne s see t o  ex i s t ,  or  to  
be done  precedent  to  and  i n  the  i s s u a n ce of th i s  o b l i ga t i on , do  ex i s t ,  and  h ave 
been p roper ly  done , ha ppened , a nd  been pe rformed i n  regu l a r a nd due  fo rm and  
t i me as  requ i red by l aw ;  and  that  pro v i s i o n h a s  been made to pay the pr i nc i pa l  
a nd i n te res t the reon a s  s ame fa l l s  due . 
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Sect i o n 7-36- 103 ( 18 ) , Te nnes see Code Annotated , p ro v i des  tha t n e i ther  the 
pri n c i pa l  nor the i nteres t of notes  i s s ued pu rs u a n t  to the prov i s i ons  of  s a i d  
Sect i on s h a l l be ta xed by the S tate o f  Te nnes see , o r  by a ny cou n ty ,  o r  by a ny 
mu n i c i pa l i ty there i n .  
Th i s  note i s  s u bject  to redempt i on a t  a ny t i me a t  the  opt i on of the  
mun i c i pa l i ty i n  who l e o r  i n  pa rt , a t  the  pri nc i pa l  amount  thereof and  a c c rued 
i ntere s t  to date of redempt i on . 
I N  W I TNESS WHEREOF , the  mu n i c i pa l i ty of , th rough  i ts 
-------------------
-------------------
, 1 9  
-------------
( Sea l ) 
Attes ted : 
Titl e : 
has  cau sed th i s  cap i ta l  o ut l ay note to be s i gned by i ts 
u nde r the sea l of h i s  off i ce on th i s  day of 
Ti tl e :  
-----------------------------
-----------------------------
4 7  
DRAFT 
Mr . H .  Wayne W i l l i ams , D i rec tor 
State of Ten nes see 
Off i ce of State Comptro l l er 
D i v i s i on of Loca l F i nance 
DRAFT 
1 5 1 3 An drew Jack son State Offi ce B u i l d i n g 
Na s h v i l l e ,  Ten nes s ee 372 1 9  
RE: Town o f  , Ca p i ta l  Out l ay Note 
--------------
Dea r Mr . W i l l i ams : 
I n  the  l a s t  meet i n g of the Board of Mayor a n d A l dermen , he l d 
DRAFT 
, 1 98 , the Boa rd a pproved a res o l u t i on a uthor i z i n g the 
�i-ss-u-a-n-c-e-o�f�c-a-p�i t�a�l--out l ay-notes . The p r i nc i pa l  amount  of the notes wi l l  be 
$ for the pu rpos e of F unds  wi th wh i c h to pay 
the pr i nc i pa l  and i n tere s t  on  s a i d  no tes wi l l  be bud geted th rough  the  Town ' s  
Genera l Fund . 
W i th the author i za t i on of the Board of Mayor and  A l dermen , I wou l d  l i ke  to 
fo rma l l y  reques t a pprova l of the $ cap i ta l o ut l ay note fo r the Town 
of 
--------------
Enc l osed i s  a copy of the reso l u t i on a s  adopted by the  Board . I f  yo u requ i re 
any fu rth er  i n forma t i on concern i n g the  a pp rova l  of th i s  a ct i on , p l ease not i fy 
me . 
Tha n k  you fo r you r  atten t i on to th i s  ma tter . 
Ve ry tru l y  you rs , 
Mayo r 
Enc l o s u re 
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APPEND I X  I 
E s t i ma tes  and  Exp l a n a t i on of 1 98 1 -82 1 
Sta te Sha red Funds  fo r C i t i es 
Genera l Fund 
Sa l es Ta x 
Beer Tax 
Ga s o l i ne Ta x 
G ros s Rece i pts Ta x ( TVA i n- l i eu ta xes ) 
I n come Ta x 
M i xed D r i n k  Ta x 
A l cohol i c  Beverage Ta x 
State Street A i d  F u nd 
Ga s o l i ne a n d  Mo to r Fuel  Ta x 
* 
Per  Capi ta Amoun t  
$23 . 33 
. 43 
2 . 80 




$ 1 2 . 1 8  
To prov i de s ome bac kground  t o  mu n i c i pa l  off i c i a l s rega rd i n g s ta te s hare 
taxes , a b r i ef s umma ry of each  s h a red tax reven ue s o u rce i s  pro v i ded a l o ng  wi th 
the pe rmi tted u se  of ea ch  re venue  a nd schedu l e  of payments to c i t i es .  
Sa l e s Ta x - The 4 1 / 2% s ta te s a l es ta x i s  l ev i ed on the re ta i l sa l e  or  use  
of ta ng i b l e  pers ona l p roperty , ren ta l  o r  l ea se of ta n g i b l e pers ona l prope rty , 
twe l ve a nd one-ha l f  percen t ( 1 2 1 /2% )  of fo u r-n i nth s  ( 4/ 9 )  of the fou r  a nd 
one-ha l f  pe rcen t  ( 4  1 / 2 % )  s ta te s a l es tax a re to be a l l oca ted to the 
i ncorpora ted mu n i c i pa l i t i es of the s tate . D i str i bu t i on of these re venues  to 
i nd i v i d u a l  c i t i es i s  based on the p ropo rt i o n of th e c i ty ' s  popu l a t i o n  to the 
a ggrega te popu l a t i o n of a l l mun i c i pa l i t i e s i n  the s t a te accord i ng to the l a tes t 
federa l cen s u s  or  other  cen s u s  pro v i ded by s ta te l aw .  
Sa l e s ta x d i s t r i bu t i on can  b e  u s ed by c i t i es f o r  a ny l awfu l  expend i tu re .  
Chec k s  a re fo rwa rded to c i t i es o n  a mon th l y  ba s i s .  
Beer Tax - TCA 57- 5-201  pro v i des for a s pec i a l  p r i v i l ege ta x of $3 . 40 pe r 
t h i rty-one ( 3 1 ) ga l l o n barre l  to be pa i d  by pe rs ons  man u fa c tu r i n g  o r  
1 Retyped , MTAS Tech n i ca l  B u l l et i n , J u ne 1 ,  198 1 . 
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d i s t r i bu t i n g bee r i n  the  s ta te .  C i t i e s re ce i v e two- sev e n tee n t h s  ( 2/ 1 7 )  of 
n i ne ty -s i x  pe rce n t  ( 96% ) of re v e n u e  c o l l ected l e ss  two perc e n t  ( 2 % )  d i s t r i b u ted 
to the De pa rtme n t  of Me n ta l  Hea l th a n d Me n ta l  Re tarda t i on to a s s i s t  
mu n i c i pa l i t i e s i n  ca rry i n g  o u t  the prov i s i o n s  of the " C omprehen s i ve A l c o h o l  a n d  
D ru g  Treatme n t  A c t  of 1973 1 1 ( TCA 57- 5-205 ) .  Th ese re v e n u e s  a re t o  be c o n s i de red 
a s  genera l f u n d  re venues . Chec k s  a re fo rwa rded to c i t i e s sem i - a n n u a l l y .  
TVA Gro s s  Re c e i pts Ta x - TCA 67-240 1 th roug h 67- 2403 p rov i d e tha t 
fo rty - e i g h t  a n d  one h a l f pe rc e n t  ( 48 1 /2% )  of a ny i n c re a s e  i n  TVA i n - l i e u - of­
ta x payme n t s pa i d  to the s tate , as compa red to payme n t s re ce i ved by the s t a te i n  
f i s c a l  yea r 19 77- 78 ,  s h a l l be d i s t r i but ed to the c i t i e s a n d  co u n t i e s . An 
a d d i t i o na l th ree pe rce n t  ( 3 %) of th e fo rty- e i g ht a n d  one ha l f  pe rcen t ( 48 1/ 2% ) 
d i st r i b u t i o n ba se d on the proport i o n of a n  i n d i v i dua l c i ty ' s  popu l a ti on to the 
pop u l a t i on of a l l i n c o rpo ra ted mu n i c i pa l i t i e s i n  Te n n e s see . Th ese re ven ues a re 
to be u s ed fo r gen era l fund pu rpos es . 
Ma ny c i t i e s  re c e i ved TVA i n - l i e u - of-tax payme n t s f rom th e sta te pr i o r  to 
the i m p l eme n ta t i o n of th i s  pe r ca p i ta d i s t r i b u t i o n . Th e refore , i t  i s  po s s i b l e 
t h a t  a c i ty co u l d be rec e i v i n g f u n d s  from th i s  s o u rce b a s e d  on one or mo re of 
th ree c i rc ums tances : 
1 .  The c i ty re ce i ves f u n d s  b a s ed on the per ca p i ta d i s t r i bu t i on ; 
2 .  The c i ty wa s rec e i v i n g TVA i n - l i e u - o f-tax fu n d s  from the s ta te p r i or to 
i m p l emen ta t i on of the per c a p i ta d i s t r i b u t i o n a n d , a s  a re s u l t ,  
con t i nues to rece i v e f u n d s  on a pe r c a p i ta bas i s  a t  a l e ve l not  l e s s  
than  that  be i n g rece i ved i n  f i s c a l  ye a r  1 9 7 7 - 78 ;  a n d / o r  
3 .  A c i ty i s  re ce i v i n g " i mp a c t  fun d s "  a s  a re s u l t  of TVA c o n s t ru c t i on . 
These re venue s o u rces s h o u l d  n o t be confu s ed wi th i n - l i e u - of - ta x  
re venues re ce i ved from a n  e l ec t r i c sys tem own ed by a c i ty .  
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In c ome Ta x - A s ta te i n c ome tax ( TeA 67-260 1 et s eq. ) a t  a ra te of s i x  
pe rce n t  (6% )  i s  l e v i ed on i n c ome d e r i ved from d i v i dends  from s toc k s  o r  i n te re s t  
o n  c e rta i n  bond s . D i s t r i b u t i o n  of s ta te i n come t a x  re ve n u e s  t o  c i t i e s i s  b a sed 
o n  the res i dence of ta xpaye rs pay i n g a t  the s i x  perc e n t  ( 6% )  ra te. Wh e re a s i x  
pe rc e n t  ( 6 % )  tax payer l i ve s  i n  a n  i nc o rpora ted mun i c i pa l i ty ., t h ree-e i gh ts ( 3/B)  
o f  tha t s i x  pe rce nt ( 6% ). i s  re tu rned t o  the  c i ty. Th e s e  re venues a re f o r  
gen e ra l fu nd pu rpose s . C h ec k s  a re fo rwa rded o n ce a yea r ,  gene ra l l y  i n  Au g u s t. 
M i xed D r i n k Ta x - TCA 57-4-301  t h rough  57- 4-308 p ro v i de s  for l i c e n s e  fee s  
a n d  a f i fteen percen t ( 15% ) p r i v i l ege ta x fo r bus i nes s e s  p ro v i d i n g o n - p rem i s e s  
a l cohol i c  beve ra ge s e r v i ce. F i fty pe rc e n t  o f  the  p r i v i l e ge t a x  i s  a l l oca ted t o  
c i t i e s  a n d  cou n t i e s .  O n e  ha l f  ( 1 /2 ) o f  th i s  f i fty pe rce n t  ( 50% )  s h a l l b e  
expended a n d  d i s t r i b u ted . The o t h e r  one ha l f  ( 1/2 ) s h a l l be d i s t r i b u ted a s  
fol l ows : (1 ) c o l l e c t i o n s  o f ' g ro s s  rec e i p ts col l ected i n  u n i n c o rpo ra ted a rea s 
to the c o u n ty gen e ra l fund ; ( 2 ) c o l l ec t i on s  o f  g ro s s  rece i pts i n  i n c o r po ra ted 
c i t i es , town s , to the c i ty o r  town wh e re i n  s a i d  t a x  i s  col l ec ted . 
A l cohol i c  Beve rage Ta x - TCA 57-9- 1 15 p rov i de s  tha t c i t i e s wi l l  rece i ve 
n i nety pe rce n t  ( 90% )  of the p roceeds f rom the s a l e o f  l i qu o r  c o n f i s ca ted i n  
a cc o rda nce wi th the p rov i s i on s  of TCA 57-9- 10 1  t h ro u g h  57-9-206 . Ad d i t i o n a l l y ,  
i n  a c c o rd a n c e  wi th TCA 57-9-20 1 ,  c i t i e s rec e i ve 50% o f  t h e  p roc eeds from th e 
s a l e  of veh i c l e s , a i rc ra ft s o r  boa ts con f i s ca ted a s  a re s u l t o f  ac t i ons ta ken 
p u r s u a n t  to the p re v i o u s l y me n t i oned code sec t i o n s .  
T h e s e  re ven u es a re t o  b e  u s e d  fo r genera l f u nd pu rposes . 
Ga s o l i ne In spe c t i on Fee - Ga s o l i n e a nd s e v e ra l other petro l eum p rod u c t s 
s o l d , u s ed o r  s to red i n  the s ta te a re ta xed a t  a ra te o f  l ¢  per ga l l on u n d e r  
the p ro v i s i on s  o f  " The S pe c i a l  Ta x on Petro l eu m P rod uc t s Law".  Of the  re ven ue 
c o l l ec ted , TCA 67- 3805 p ro v i de s  for the a n n ua l  d i s t r i b u t i on of $7 , 438 , 000 . 00 to 
c i ty gove rn me n ts on a ba s i s  of pop u l a t i o n . 
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Th i s  re venue i s  a ge ne ra l fund  re venue  to be u s ed fo r s t reet ma i n tena nce , 
con s t ruc t i on a nd  pub l i c  tra n s porta t i on pu rposes . C hecks  a re fo rwa rded mon th l y .  
Gas o l i ne a nd Motor Fue l  Ta x ( State S t reet A i d  Revenues ) - A port i on of 
revenues  produced by the n i ne cent ( 9¢ )  per  ga l l on tax  on  ga s o l i ne and the 
twe l ve cent ( 1 2¢ ) motor fuel  tax a re d i s tr i buted to c i t i es on  the b a s i s  of 
popu l a t i on . Togeth er  these sou rces  prod uce revenue  c ommon l y  ca l l ed " s tate 
s treet a i d  funds " .  State s t ree t a i d  checks  a re forwa rded month l y .  
These  funds  mu st  b e  accou nted  fo r i n  a sepa ra te Sta te Street A i d Fu nd  and  
can  on l y  be u sed for  s treet ma i n tenance  and/or  co n s truct i on pu rpos es . An  MTAS 
Tec h n i ca l  Report i s  a va i l a b l e wh i ch des c r i bes  a l l pe rm i tted u s es . 
5 2  
B U D G ET WORK S H E ET 
A P P EN D I X  J 
1 9 8 1, - 1 9 0 5 
F un d : P a g e : 
--_. 
DE S C R I P T I ON ACT UAL ACT UAL B U DGET Y EAR T O  E S T IMAT E D P RO PO S E D  




P E R S O N N E L COST WO R KS H E ET 
AP P E ND I X - K  
F U N D  ------
D E PART M E N T  ----- ------
P o s i t i o n  
Po l i c e C h i e f 
S a r g e a n t  
Emp l oy ee 
J o h n Doe 
V a c a n t 
C u rr e n t  S a l ary 
Hou r l y  Mo n t h l y  
P a t ro l man J o h n  Sm i t h $4 . 00 
$1 , 000 
833  
693  
( P o s i t i o n s s h o u l d be l i s ted 
i n  order o f  r a n k  or  by u s i n g 
� a l p h a be t i c a l  o rd e r  u s i n g 
emp l oy ee ' s  l a s t  n ame ) 
To t a l  S a l a ry 
*Tot a l  OAS I 
*To t a l  Re t i reme nt 
*T o t a l  Ho s p i t a l i z a t i o n  
*To t a l  Unemp l oyme n t  
T o t a l  C u r rent Cos t s  
*Re f l e ct c u rre n t  p e r ce n t ages o r  f i xed amo u n t s . 
An n u a l  
$1 2 , 000 
10 , 000 
8 , 320 
$30 , 320 
W i t h o u t  I n cre a s e s  W i t h  % I n cre a s e  
A n n u a l  �o u r l y  Mo n t h l y  AnQ u a l  
$ 1 2 , 000 
1 0 , 000 
8 , 320 
$30 , 320 
**OAS I 
**Re t i reme n t  
**Ho s p i t a l i z a t i o n  
* *Unemp l oyme n t  _
_ 
_ 
To t a l  
***OAS I 
** *Re t i reme n t  
***Ho s p i ta l i za t i o n  
***U nemp l oyme n t  
To t a  1 I n c r e a s e 
** Re fl e c t p e r c e n t a g e s  or fi xed amo u n t s  for c om i n g  f i s c a l  ye ar . 
** * I n c l ude a ny c e r t a i n s te p  i n c re a s e s  wi t h  t h e a p p r o p r i ate p o s i t i o n and i n  t h e  o v e r a l l t o t a l . 
AP P EN D I X  L . 
USE  OF  STATE STREET A I D  
Te n ne s s ee Code Annotated : 
1 .  Street Impro vemen t i n  accord a n ce w i th TCA . 
a .  Con s t ruct i on 
b .  Recons truc t i on 
c .  Impro vemen t 
d .  Ma i n tenanc e of S t reets : 
( 1 )  Pa v i ng/Repa v i n g 
( 2 )  Repa i rs/Acqu i s i t i o n s  
( 3 )  E l i m i n a te Ra i l road  C ros s i ngs  
e .  Paymen t  - pr i n c i pa l / i n te re s t  
f .  C i ty ' s  r i g h t-of-way s h a re 
g .  C i ty ' s  g rade  e l i m i n a t i o n  s h a re 
h .  C i ty ' s  r i ght-or-way Sta te/ Fede ra l 
2 . Lega l Uses . 
a .  S i dewa l k s 
b .  R i ght- of-way acq u i s i t i on 
c .  Admi n i s t ra t i ve expen se-bond i s s ue  
( 4 )  Exten s i o n -w i den ex i s t i n g s t reets 
( 5 )  Grad i n g a nd D ra i nage  
( 6 )  Acqu i s i t i on of truc k s  a n d  
equ i pme nt  nece s s a ry 
d .  P r i n c i pa l  a n d  I n teres t ,  pa s t  2- 1 9- 53 
e .  S u pe rv i s o r  
f .  I n s ta l l / ma i n ta i n  traff i c  l i g hts  
g .  Mowi ng mac h i ne s  
h .  Re nta l on  ga ra ge 
i .  S treet l i g ht  b i l l  
j .  Remo ve dead  tree s / l imbs  
3 .  I l l e ga l Us e .  
a .  Pay auto expense  o f  C i ty Recorder  
b .  Cons tru c t  pa rk i n g l o t 
c .  S u p p l ement  S u per i n tenden t sa l a ry 
d .  Extend sewe r l i nes  
e .  Tempo ra ry borrow mo ney 
f .  Ma i n ta i n  cou n ty road s 
g .  Aud i t  fees  
h .  P roperty damage 
i .  Wea r i ng  a p pa re l  
j. Offi ce a s s i s ta nce  
4 .  S t reet a nd Tra n s porta t i o n Funds  not  comb i ned w i t h  S t reet A i d .  
5 .  Al l oca t i on s  ba sed on Te n ne s s ee S ta te P l a n n i n g  Off i ce Cert i f i ed Popu l a t i o n/ 
1 980 Ce n s u s . 
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FORMAT FOR MONTH L Y  F I NANC I A L R E PORT 
A P P E N D I X  M 
AN YTOWN , TN 
G E N E RAL FU N D  
11100 C a s h  on  H a n d  - -- - - - - - - - - - - - - - - --- -- $ 100 . 00 
11211 C a s h i n  C i ty Ba n k  . - - - - - - - - - - - - - - - - - 6 , 500 . 00 
11212 C a s h  i n  Cou n ty B a n k - - - - - - - - - - - - - - - 3 , 500 .00 
12111 C e rt i f i c a te of Depos i t  - - - - - - - - � - - - 20 ,000 .00 
Rev e n u es 
B u dget Y . T . D  
31000 Ta xes  $ 80 , 000 .00 $ 7 6 , 500 .00 
32000 L i cen se & Pe rm i ts  15 , 000 . 00 13 ,400 .00 
34000 C h a rges fo r 
Serv i c e s  8 , 000 . 00 7 , 000 . 00 
35000 F i nes  & P e na l t i e s 1 , 000 .00 1 , 200 . 00 
36000 O t h e r  Reve nue 1 , 000 . 00 500 .00 
Tota l $105 , 000 . 00 $97 , 600 . 00 
E x�e n d i t u res 
B ud g e t  Y . T . D  
41000 Genera l 
Governme n t  $ 15 , 000 . 00 $ 14 , 000 .00 
42000 P u b l i c  Safety 25 , 000 .00 21 , 000 . 00 
43000 P u b l i c  Wo r k s  30 , 000 .00 33 , 000 . 00 
49000 D e b t  Serv i ce 30 , 000 .00 30 , 000 .00 
Tota l $100 , 000 . 00 $ 98 , 000 .00 
* 
B u dge t Ba l a n c e 
$ 3 ,500 . 00 
2 , 600 .00 
1 , 000 .00 
(200 . 00)  
500 . 00 
$ 7 ,400 .00 
B u d ge t  Ba l a n ce 
$ 1 , 000 .00 
4 , 000 . 00 
* 
(3 , 000 .00) 
-0-
($2 ,000 .00 ) 
O rd i n a n c e  n eed s to be ame n ded by a dd i n g u n a p p rop r i a t ed re ve n u e  to P u b l i c  
Wo r k s  a p p ro p r i a t i on . 
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